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Diversion  of  receipts  from  cops  true ti on  land  to  general 

uses  of  tr^e  company  IP4 

Justification  of  the  redemption  bone.  issue  1P6 

Construction  bona  loan  expensive  1°8 

^tcck  dividends  of  1865  and  1868  1^ 

The  dividends  justified 

Dross  earnings  grow  rapidly  from.  1856  to  1870  lrn 

Both  freight  ana  passenger  r tes  higher  in  1870  than 

in  1657  p0° 
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Maintenance  of  way  expenc. inures  increased  at  a slower 
rape  than  gross  receipts 

Other  fixed  operating  charges  increase  in  proportion 
oo  increase  in  revenue 

Maintenance  of  Equipment,  expenses  increase  at  same 
rate  as  grx  ss  revenue 

Cos^  ct  conducting  transportation  increased  out  of  prone 
tion  to  increase  of  general  traffic 
Operating /expenditures,  as  a whole,  slightly  decrease 
as  compayeo.  ^i oh  gross  revenue 

■Property  kept  in  good  condition  frora  1856  to  1862 
despite  low  maintenance  charges 
Depreciation  of  property  from  1863  to  1870  greater  than 
m the  earlier  period;  maintenance  ef  cor  i Qe 

lte.uS  properly  belonging  to  capita,! 

Ne  j income  irom  operation  and.  land  three  times  as  great 

m 1870  as  in  1856  B 


Interest  anc  other  fixed  charges  decrease  from  1856 
to  1870  ' 

’e^!  a -annual  cash  civic  ends  cf  fou  per  cent  in  1P63  anc 
1864;  five  pe.  cent  1864  to  1875 
'Ten  per  cent  dividends  earneci  from  1865  to  1870  v,u+ 
surplus  account  too  small  5 


Illinois  Central  enters 
except  with  the  Dub.  (pr- 
unes 


in'/0  no  important  agreements 
oicux  City  and  i ss  sub^ io.iary 


financial  policy  of  the  company  in 
operation  of  the  railroad  proved 
sa  Sisf  ac  tcry 


th  e c o ns  tr  uc  t i c n p.nc 
to  be  entirely 
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VII. 
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THE  ILLINOIS  CENTRAL  Tii  1870. 


Illinois  Central  occupied  unique  position  in  1870 

t-enMh  al  ****  u cevel0P  rest  trees  of 

central  counties  of  Illinois 

G°P0intCnfC?c^~  railroac  a success  from  the  stand - 
Point  ox  the  state,  congress  and  the  road 

°tn^h!TJi0n  °f/jhe  ^ilrcad  of  direct  financial  bnefit 
to  the  federal  government 

SLTf  Sf~i'?antral"  meant  morn  than  the  payment  of 
half  a million! in  taxes 

Transformation  of  central  Tllincis  in  twenty  year, 

TlUreTeCef^lin^rlCr  cf.Illinois  to  the  '"Central" 
Illinois  central  plays  an  important  part  in  the  aericul 
_ tural  development  of  the  country  ag.icU- 

entral  Illinois  becomes  essential  pp.pt  of  th  - ecrrm  i 
organization  of  the  country  economic 
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It  has  been  said^a  history  of  the  Illinois  Central  Railroad,  is  a 
history  of  Illinois.  Vratlroaii  through  the  center  of  . fate  was 
one  of  the  first  Veyecbs  for  internal  i .provement  *B?epe<sed  ln  the 
Vest.;  it  was  the  most  important  part  of  the  Illinois  system  of  trans- 
portation of  1827;  it  was  tne  first  land  grant  railroad  ana  Its  con- 
s ruction  in  1851  to  1857  opened  up  to  settlers  the  rich  interior  coun- 
ties of  the  state;  and,  when  completed,  it  connected  these  agricultural 
counties  with  the  remainder  of  the  country ,and  made  Illinois  an  essen- 
ifl  part  °r  the  economic  system  of  the  United  States. 

The  building  of  the  Illinois  Central  Railroad  and  its  subsequent 
growth  was  the  natural  result  of  economic  and  social  conditions  in  the 
Middle-Vest  which  made  necessary  such  a system  of  internal  transporta- 
tl0n\  A elance  at  the  map  sh0BS  that (while  Illinois  is  practically 
IlUJIfoy^  VllijC  enoiicleo  oy  natural  waterways,  the  interior  of  the 

ICEATq\  state,  ..hi„h  is  by  far  the  most  fertile  portion,  is 

TRAIJ  -I'  TI9II  without ’.means  of  transportationf e-eept  that  propioed 

SUCh  C#unties  “ C*les>  IteLean,  Macn.an*  Champaien,  'before 
the  mtr.eucti.n  »f  the  railroad,  wre  almost  entirely  isolated. 


y'erst!sr^eI’vcentbUtary  ^ of  the  ^nkakee  and  Illinois  ri- 

™einsr°n’  bUt  the  ^ Slze  °f  thls  ^ritory  is  com- 
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In  the  early  history  of  Illinois  , various  attempts  had  been  made  to 
provide  a comprehensive  system  of  .internal  transportation,  but  the  re- 
sults were  of  slight  importance.  The  mos t successful  of  such  under- 
takings  was  the  Illinois Michigan  Canal  from  Chicago  to  Id  Salle.  It 
Was  c fenced  about  1820,  but  financial  difficulties  preven- 
cMl  ted  its  completion  until  1848.  The  canal  was  the  most 'for- 
tunate of  all  the  enterprises  started  l?y  the  state, and  for  a number  of 
years ^ was  oi  great  value.  A-t-fhe- it  served  only  a limited 
area;  its  wgstfc prevented  the  of  large  and  economical 

canal  boats;  frequent  breaks  in  the  masonry  or  at  the  looks  made  navi- 
gation difficult  even  during  the  summer  months;  and,  finally,  ice 
rendered  the  canal  useless  during  the  winter  season. 1 

The  Legislature,  as  well  as  private  citizens,  had  made  many  ef- 
forts to  supplement  the  Canal  with  a system  of  railroads.  As  early  as 
1837, the  General  Assembly  had  planned  an  extensive  system  of  internal 
improvements,  and, without  accurate  surveys  or  estimates , ten  million 

TE^TAL^IKEROVE-  alB  ' ere  aPDropriated  to  build  twelve  hundred 

l.Ci  P ,18o7  miles  oi  railroad,  deepen!  the  rivers  of  the  state,  and 
provide  numerous  turnpikes.  Millions  were  borrowed, and  expended  with 
, a laVlSh  hanci’  but  ^tsmanagement,  corruption,  and  the  exhaustion  of 
public  credit  at  a time  when  all  financial  undertakings  were  paralyzed 
by  the  panic  of  1837,  brought  the  state  to  the  verge  of  bankruptcy.  A 
few  surveys,  a hundred  miles  of  half-completed  railway  embankment,  and 
one  poorly  constructed  railroad,  utterly  useless  for  traffic,  were  tie 
results  of  this  chimerical  experiment.'8" 


’8'“ 


references  in  Davidson  and  tuve 

-Moses, 'Illinois  his  tori  Jlllnois-i  Tichigan  Canal;  cf. 

Ill inhs^Miffrean  C-anS  ~ 3tetl8tloa1'  references  In  index  to 

torSveS-biW^Sr18/”^^  -^Sislaticn,  chapter  iv.  Mr.  vev,_ 
ther  reading.  Cf  Closes  °I’  Sj" V'l1™  *ay  be  used  for  fur- 
references  in  in5;T  tn  ?’ ♦ I-iha£iS.  HistpricjtJ  and  Statistical . 

- mde.-.  to  Internal  Improvement  Act. 
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Private  construction  of  railroads  vasj^more  successful.  In  the 
center  of  the  state,  the  old  'pringf ield  and  Meredosia  Railroad,  from 
Springfield  to  Jacksonville,  constructed  by  the  state  in  1887,  had  been 
entirely  rebuilt  by  private  parties ^under  the  name  of  the  Springfield 
ana  Sangamon.  In  the  north,  the  Galena  and  Chicago  Union  project  had 


SPRINGFIELD 
AND  GALENA 


been  revived „and  the  railroad  extended  to  a point  about 
RAI  twenty  miles  west  or  ' hicaf  oj 

h \Mt<  fNVl  yVlLt^lvl  CViv/  (\V*  I (V  ^ cLs*  . . 

js  dig  er-tra-i« — a — d ^ v ^ ^ ^ - — - 1 - * - 


^4^<*-rreoiii  on-  -was-  the  best  s-env-ice  the  >eopl-e 


^^eeeivea-fa-en-  thete'"harl f~c ons -te - and  the  few  thousand  tons  of 
wheat  and  merchandise  carried  cars- ) was  a mere  bagatelle compared 

with  the  enormous  quantities  of  freight  trajsported  from  the  neighboring 
a fe"'  years  later.  Schedule  time  was  slowj  actual 
wrorse,  whi-Le-  £ates  were  too  high  and  service  too  poor  to  satisfy  the 
necessities  of  even  the  adjoining  territory.* 

Aside  from  the  few  rivers,  the  lake,  the  canal,,  and  the  two  short 
railroads,  local  transportation  did  not  exist.  Fords  are  lacking  to 
describe  properly  the  wretched  condition  of  Illinois  highways  in  1860. 
’.’here  were  a few  old  corduroy  roads  and  three  or  four  government  turn- 
pikes, but  they  were  short  and  ill-kept.  Elsewhere  former  Indian 
V’Ay-;  Il-j  trails  or  ne  1 maoe  section  roads  were  the  only  semblan- 

ADfipripi,  ces  of  highways  that  existed.  In  summer  these  roads  were 

little  better  than  the  surrounding  prairies,  often  worse;  in  winter 
they  were  mere  mud  holes.  Fortunate,  indeed,  was  the  traveller  who  was 
not  compelled  to  help  pry  the  coach  cut  of  the  deep  mud  or  wait  until 
morning  for  a yoke  of  oxen  to  pull  him  out  of  seme  worse  than  ordinary 


4 I m!;bf^ay  legislation  in  Illinois,  1828  to  1870,  P5  gcff 

CI  • ' hicago  uaily  democrat.  184P.***-  l§ro.  w - - 
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slough.  'alls  were  often  delayedjand,  during  the  winter  storms  and 
spring  rains,  farm  houses,  SJTeven  large  towns  were  com- 

pletely isolated.  Moreover,  the  state  had  shown  itself  utterly  unable 
to  remedy  these  evils.  The  statute  books  were  with  enactments 

declaring  certain  trails  or  mud  roads  public  turnpikes,  but  even  a 
sovereign  state  cannot  legislate  a mud  hole  into  a turnpike.  Charters, 
almost  without  number,  were  grantedj'private  corporations,  but  without 
tangible  results  of  any  importance.1  Local  enterprise  was  equally 

fruitless, and  the  efforts  of  the  counties  to  improve  the  public  roads 
had  generally  failed. 

This  absence  of  good facilities 
greatly  retarded  the  economic  development  of  central  Illinois.  The 
cost  of  carrying  freight  over  ordinary  country  roads  or  even  on  well- 
built  highways,  fdren  under  the  most  favorable  circumstances,  is  very 
treat.  Cn  such  roaas  as  existed  in  Illinois  in  18E0  the  expensive  c 
moving  heavy  freight  for  any  distance  was  practically  prohibitive ,and  ' 
ten  t°  twenty  miles  was  a}far  as  grain  or  other  bulky  goods  could  be 
&WlOR  hauled  with  anv  dee,r>pf»  nf  TVr,._-p-:  + . 

COUNTIES  * ' 0 profit.  As  nearly  all  the  pro- 

IS0.4AJ1j„  oucts  of  the  interior  counties  of  Illinois  consisted  of 
articles  of  small  value  compared  with  their  bulk,  an 

extensive  network  of  railroads,  or  canals,  was  necessary  to  the  proper 
economic  development  of  the  state.  Instead  of  such  a system  of  intern- 
al transportation , Illinois  had  less  than  a hundred  and  fifty  miles  of 
railroads  and  canals, and  all  portions  of  tte  state  more  than  ten  to 
twenty  miles  back  from  the  railroads,  the  canal,  the  lake, and  the  ri. 


ffheS’co'?;iS'?  ^’-Illinois,  1827-.*®  1856..  - . 

#100 ^Sfwagonro?1abouttcS/pe!rtelft  ^om  T uffalo  to  few  York 
History  of  the  United  Itat^p  ^ * (3°EWt>  SSflMBjS 

the  cost  per  ten  per  mile  rnr*  1Jl u i.as  over  good  roads  ant 

averaged  considerably  more.  ~ " ^ lnfe  train  in  Illinois  must  hav< 
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vers  were  practically  i s elated  f from-  til  re  v.-enmnri  or , , of  frlie  i u mi  (jyy ./  The- 
farmer  living  in  the  interior  of  the  state  could  carry  only  a small 
part  of  nis  crop  of  wheat  or'  corn  to  market  to  be  exchanged  for  "store 
goods and  the  total  amount  of  grain  received  at  Chicago,  St.  Couis, 

Peoria^ and  other  centers  which  came  from  the  central  counties  was  in- 
significant. 

The  interior  counties  of  Illinois,  as  stated  above,  were  the  most 

fertile  parts  of  the  state ^ and  their  isolation 
I vX  lfl.  1 

influence  on  the  economic  development 

of  the  commonwealth.  The  earliest  settlemenTs^^Tde  by  the  French 
FORMATION  RE-  atj  Ca^10"^ia  anci  -asnaskia  nea,r  the  Mississippi  river  ,, 

DEVELOPMENT  OF  am  lan1,11  tne  Snd  ^ the  third  decade  nearly  all  sub- 

ILIjI  CIv)  * sequent  settlements  were  also  near  the  banks  of  the 

Ohio,  the  Mississippi,  and  Illinois  rivers  ^specially  in  the  southern 

the  ^Oority  of  the  population  were  immigrants  o 
^rom  -'^entuoky,  Tennessee  , and  other  parts  of  the  Souther  thoto-j.,een- 

****•  TheQ  TTOm  1830  t0  1850  occurred  a heavy  immigration  into 

the  northern  and  central  counties,  but  most  of  these  new  settlers  were 

irom  the  eastern  states  or  Euroj£>  * By  I860  Illinois  had  a population 
Of  eight  hundred  and  fifty  thousand, and  three  fourths  of  the  inhabi- 
tants^ were  living:  north  of  Vandalia  am  were  of  northern  or  European 
Stock.  Furthermore , despite  the  absence  of  good  transportation,  three 
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I1.!!  *■  ? (18^-  ^eene,  Government  o 
^ - ’ ci.  various  an  i-noso-" n-c  -,t-~  t- 


^Siy^FFninoD  on  ?hisa«,reS^0f  Mr-  ' • V'.Alvord,  of  the 
Illinois  State  ^ “ puhlicatlons  of  the 

i.ighth  census  of  -t*e-0nifced_3tates  ( 18*01 

g"^daUahalUUa  ' ( ’ PP'  117'118-  'sa  ' 

counties  north  of  Vandalia  Sao  °'  830,8635  the 

SootianoeJC",66?“  16’<6S*K  „ 

notrUgivln!,Z^6;  tota1;110'593*  Native  * born  of  ^eign ‘parental  ° 
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hundred  and  seventy  five  thousand,  people  were  in  the  thirty  si:  coun- 
ties which  possessed  neither  a canal,  a river  nor  a railroad jif ^ana  the 
number  living  more  than  ten  miles  from  such  means  of  communication  must 

Vs-i  - 

have  been  considerably  larger'!  | But  this  population,  was  only  a frac- 


0V* 


tion  of  what  could  be  supported  in  the  same  counties  when  railroads  and 
f ood,  turnpikes  were  introduced..  . 

. Jthe  great  bulk  of  iTfcje  population  in  1850  nS&e-  engaged  in  agricul- 

Xyv  'ftt'Vwv,  ir-cif.  (Ip 

ture  the  inadequate  system  transportationyjhaa  a depressing  in- 

- • • ' ' f « < i. 

fluence  on  that  occupation  whichA,  affected  all/j  ind  us  tries  of  the  common- 


wealth. Farmers  living  near  the  waterways  ano  railroads  found  good 

markets  for  their  produce,  but  those  not  so  favorable  situated,  shipped  -2.50/ 

't-U'.  (-) 

little  grain  or  meat  outside  the  state.  Only  slight  cultivation/ywas  / 

' * •• 

necessary  to  have  the— r-ic h— pr-a ir-fe - s-o -i  1 abundant  crons* and 

the  immediate  ne  ds  of  the  farmer  and  his  family  'were  easily  supplied. 

AGRICULTURAL  Labor  saving  farm  machinery  was  not  in  general  use,  and 
COULITIOUS 

1/ FRY  BiV(  ' IYARD  the  work  of  gathering  the  crops  had  tc  be  performed  by 
hand*;  farm  labor /scarce  and  command high  wages.  As  a result,* 

— - 

there  was  -a©  incentive  to  raise  large  crops,/  while  the  large  amount  of  ( . 

physical  work  involved  made  it  impossible  for  the  farmer  to  plant  or 

gather  more  than  a moderate  yield.  Shiftless  methods  of  farming,  were 

the  natural  consequence  and  only  a small  portion  of  the  ar^able  land 

was  under  cultivation,  j Out  of  a total  area  of  thirty  five  mil  ion 

acres,  slightly  over  three  million  we\re  planted  in  the  five  staples, 

/2.-0 

wheat,  corn,  oats,  rye t ano  potatoes.  One  third  of  the  entire  area,  or 
eleven  and  a half  million  acres,  was  still  unoccupied  government  land. 


* 


rw 


Seventh  ' ensus  of— the_IIni.ted.  J3tah©s  (1850)  The  oQ  counties  not 
crossed  by  the  Illinois-:  'ichigan  canal,  the  Galena  and  Chicago 
Union  and  Springfield  and  Sangamon  railroads,  and  the  Illinois, 

Ohio  and  . is sissippi  rivers,  had  a population  of  575,529  in  1850, 
or  44.1  of  the  total  population. 

Letter  of  Rantoul,  Locumeiits  Relating,  to  the  Organisation  of  the 
Illinois  Central  Railroad,. 

Thi  H U, ( 1 ► j ", 


Ibid,;  seventh  census  btate-s. 
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* yr 

anct  much  of  the  remainder  had  never  been  broken  by  the  plough.  * A-t r— the 
Knxiue  tl'jTHg,  the  yield  per  acre  Was  much  less  than  could  be  expected  from 

~ /j r~ 

the  almost  virgin  soil  of  the  prairies.*  Cultivation  of  fruit  and 
i D vege tables  was  neglected .and  three  quarters  of  e million  dollars  wo ad 
all  the  orchard  and  marki 


ail  the  orchard  and  market  crops  of  the  state.'*  The  production 
of  the  three  leading  grains,  wheat,  corn,  and  oats,  was,  of  course, 
large,  but  corn  and  oats  constituted  eighty- eight  per  cent  of  the  yield 
of  these  three  crops,  as  against  twelve  per  cent  for  wheat.  However, 
they  were  so  bulky  compared  with  their  value ^hat  the  entire  production 
of  both  corn  and  oats  was  of  little  importance  except  for  use  on  the 
farm.  In  general,  prices  were  high,  but  the  excessive  cost  of  trans- 
portation ana  the  high  great  expense  of  gathering  the  crops  resulting 
from  poor  methods  of  farming,  gave  the  farmer  only  a meagre  profit.'5 

Perhaps  the  most  profitable  form  of  agriculture  at  that  time,  vas 
the  raising-  of  live  stock,  especially  swine.  Through  stock  trains  and 
refrigerator  cars  did  not  exist, and  all  meat  had  to  be  salted  or  piokh 
-at  or  near  the  farm.  this  seriously  restricted  the  raising  " 

™LrvE  STOCK  °f  °at't,le  ancl  sheep>  but  did  not  affect  the  pork  busi- 
PROPITABLE  ness,  which  enjoyed  a period  of frempwtiee | prosperity 

seldom  equalled.  Over  two  million  swine  were  on  the  various  farms  and 

something  like  a million  were  slaughtered  each  year!6'  A large  part  of 

the  corn  crop  washed  for  feeding  cattle  . or  hogs, and  ^en^  to  the  mar- 
kefc  on  "the  hoof".'7 
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Seventh  Hniteo  --States  Census  (1850),  pare  7Z0 

per^acr^-a^^h^rh-^veh^  17°f  Average  yield  in  bushels-. 
Seventh  Unitea  ^tstis  < n! ?° ; Chts,  2S;  barley  40. 

The  cost  of  haul^  a h 3 7C  • " ,/if 

of  haul! op  a bushP^  ^shel  - heat  was  no  greater  than  the  cost 

-Compendium^  Seventh  ItaMM  Census  pte  170 

C±  • Sbap.tfcr  v,  v ‘ 
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Mining  was  affected  by  lack  of  cheap  transportation  to  an  even 

,v\  ,^Vwhvl.<( 

greater  extent  that,  agriculture.  In  1850  coal^winaa^  was  earyiroe — o-n 

in  all  parts  of  the  state,  especially  in  the  Danville,  ha  Salle,  Spring 

f ield^ana  Du  Q,uoin  districts.  The  mines  at  Danville,  Du  guoin^ana 

Springfield  had  been  in  operation  for  a comparatively  short  time  and 

(P'lk. 

COAL  \&  L$AD  were  of/jlo'cal  importance.1  The  La  Salle  field,  being  lo- 

MMS  UP- 

cated  on  the  Illinois  Michigan  canal.and  thus  pos  essinp 

A , 

i good  transportation  facilities,  was  the  most  important  district  in  the 

"b/u  VW  i ; «.  ^ 

- state.  However,  it  was  handicapped  by^high  cost  of  njining,  \ 

about  one  dollar  per  ton  more  than  in  the  Ohio  mines,  \vhi(;h  prevented  \ 

tv 

it  from  supplying  the  Chicago  market  to  any  considerable  e:-tent.^  The 
Belleville  mines  were  the  oldest  in  the  sta.te.and  produced  nearly  one 
half  the  coal  uadxss  in  Illinois.  -On-eroe-o unt—e-g  their  proximity  to 
wt.  Louis ^ the  mines  »£ai«eo.  eoal  at  a reasonable  figure  ant  wo^e  yery 
profitable.  Bor  some  reason  lead5* mining  ivas  of  less  inroortance  in 
185C<  than/\f  if  teen  or  twenty  years  earlier.  The  Galena  district  was  the 
only  part  of  the  state  where  any  considerable  amount  of  lead  ‘as  mined* 
ana  even  there  the  yield  was  on  the  decrease. >r  Thus,  both  coal  and 
lead  mining  were  of  comparatively  little  importance^and  less  than  a 
thousand  miners  were  employed  in  the  entire  state  in  1850. 

Illinois  was  primarily  an  agricultural  state  at  the  close  of  the 
fifth  decade  oi  the  ICth  cenoury  and  a very  small  proportion  of  the 
population  was  engaged  in/Jws^s-*^^  pursuits.  Slightly  over  3100  dif- 

J.W.  Poster,  Report  on  Mineral  Lands  on  the  Illinois  Central  JSHfc. 
Ibid . 


& 


JJbid.;  Ackerman,  Larly  Illinois  Railroads,  pan-e  17. 

TP ^ cy  — 1 _ rn-.  t <r  • ~ — 7 — * 


■'  *4  ^ ” — -h  -L-L  J-JLIM-L  -Ltct-L  -LX'UclU  £5  y i- / • 

MVr  Va*  Hensley,  ihe  Mines  of  do  Daviess  County;  Seventh  Census, p.  115 
'b  j.iv.  Poster,  Re  wort  on  Mineral  Resources  on  the  Illinois  < entral 
Railroad;  seventh  census,  1850,  page  115.  Cf.  cha^isr  v«  . e 
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ferent  establishments  existed  in  the  state,  varying:  in  size  from  a 
small  village  tannery  or  carpenter  shop  employing  tv o or  three  men  to 
large  plants  such  as  the  Me  1 ormici^  Reaper  Company  at  Chicago. 1 Alto- 
gether, the  ina us tries  of  the  state  had  a capital  of  six  and  a half 

million  dollars,  employed  a force  of  twelve  thousand 


ILLlVoIfi  NOT 
AN  INpUSffRIAL 

STATE \tn\i 850  handstand  produced  products  valued  at  seventeen  and  a 

cuarter  millions.'  Packing,  flouring  mills,  distilleries,  bre. eries, 
iron  and  steel  works,  woolen  mills,  agricultural  implement  works,  ship 


building  plants,  tanneries , * brick  works  ?/ere  the  leading  industries. 
Outside  of  the  village© -and  cities  industrial^onditions  were  backward, 
but  not  as  primitive  as  many  writers  ue-^heM-e^.  The  log- 

cabin  and  homespun  were  regarded  as  evidences  of  lack  of  progress* and 

1 /T  C 

ch*e  sett^ei^j  even  on  the  isolated  farms  of  the  interior,  was.  supplied 
with  many  of  the  luxuries  of  civilized  life. 

ihe  lack  o^  internal  transportation,  with  the  accompanying  isola- 
tion  of  the  interior  counties  of  the  state,  the  backward  agricultural 

conditions .and  the  unimportance  of  mining  and  manufacturing  hod  a ^ddf1  f ; 

LUt-vU  u. 

on  the  trade  between  Illinois  and  the  eastern  and 
southern  states.  In  the  period  before  the  Civil  war  there  were  three 
principal  markets  for  the  surplus  products  of  the  Northwest;  J 1)  the 
worth  Atlantic  seaboard; „ (2)  the  lower  Mississippi  valley;1  (%)  western 
Europe.  In  1850  there  was  good  connection  between  Chicago  or  St.  Eouis 
and  these  markets.  The  great  lakes  and  the  Erie  canal  afforded  western 
grain  the  cheapest  means  of  inland  transportation  in  the  country';  The 


Seventh  Census  wfcrffl i r-  TTnrtrrl  r t ,i  'b  l 1850,  page  115. 

, cf.  chaptJ^p  v#  -paf  e*  /yf  - jjst . 

icr  a much  more  detailed  description  of  the  trade  routes  from  Il- 
linois east  and  south  chapi$Bjr  yt  yr 


_ 


V 


ryx  ■ • / iSJ  X i ^ ‘ J 1 :x9'! '' 

.- -;  s^iW  TO  O * 4n*<  • -9xm.6v 

_oct  .0  )1  - ' B '■  '19  : >Q  • • l V.  O' 

O W-K  Br  J3  >*  t te  ©ri-  O 9rij  ‘ 

' 

a ,.  ■ ;99a.r  jf  iouLbv  aiousoic  oe-.-ubo  n >»'  art  ^ •-,■ 

.....  • . Ill  I ' ■ 

,...;...  . . • , if  Si  II  ' • ' ' ‘ 51,10  £l5S'-'  ta 

. 

• v.  ..  r . .'  i • f i 0 ' *"  •*•-•  ' x‘ ' ' 

r ..  s*  . ■ ■ • " ••  ; ■ ; ■■■■■■*  ' "‘v  u 

-It  Howl  ) *W5«V8  •!  .f  .,-1  V'fV.  n KI81X.0..  « ot!  0 

„siXc  . - w.  i crfj  to  •'  toei  rid  r.o  tove  *ioU  •*> 

il  e.:  ~i  j > ' o-  a 9 - OJ  l ©rid  To  < rf4xv/ 

-.filosi  . Iih5>  o.-p  era  4ri>  -soi'd  -enstnf  * l6C  1 ’ 0 *’*'  ‘ ‘‘f 

to*Lrh  , e ,e*«re  o.-.a  to  Wa  st-rtal  f.ti  5 nol° 

■ .... 

..  .^9c3.-s  « a m»  ftorlXll  .-.so  a*f  f *i$  no  ^ •'  -'  • ' 

9 . • .ltt,.  , .j  . o eiouho'  - Palin  ' a sr.a  ' -o  .-e:  : ■•■^ron.-..- 

■ 

. . .,  .j  eoixlO  roewasri  noiaoonrtoo  boo 

• »«  ' • ' 


r ....  1 i 5 ’ 

• ■ • ■ , 


10 


Mississippi  J^L  /er  likewise  offered  cheap  transportation  to  the  popula- 
tion along  its  banks.  The  introduction  of  the  steamboat  on  both  the 

WATERWAYS  AP-  great  lakes  and  the  rivers  permitted  extensive  re- 

PORD  oIiea?  r ; 

TRA.M- PQRTATION  ductions  in  the  cost  of  carrying  such  bulky  poods 

TO  HAS  TORN  AND 

SOUTHERN  MAGNETS  as  grain  and  lumber.  Consequently,  farm  products 
could,  be  sent  east  or  south  over  the  waterways  at  reasonable  charges 
alter  they  hao  been  brought  to  a lake  or  river  port. 

However,  as  already  noted,  the  lack  of  roads,  canalSjano  railroads 
prevented  the  movement  of  grain  and  pork  from  the  central  counties  of 
Illinois  to  either  the  lake  or  the  Mississippi  iHiver.  Only  the  coun- 
ties airectl;y  on  the  banks  of  the  w at e r way s could  take  advantage  of  the 
low  charges  from  Chicago  or  St.  Louis  to  New  York  or  New  Orleans.  In 

AGRI' ;U7jTURAL  RE-  other  words,  the  great  agricultural  resources  of  11- 
SOURCES  OP  II, - 

LINSIS  WAT/AIL-  linois  were  unavilable.  Illinois,  wheat,  corn, 
A.BLEV  ON  ACCOUNT  . - / 7 * 

IRanS'^oftATION  oats,and  live  stock  were  shipped  east  or  south  in 
comparatively  slight  quantities.  Although  the  state  ranked  first  among 
all  the  states  of  the  Union  in  the  yiela  of  grain^New  York,  Pennsylva- 
nia, Ohio,  Indiana,  Missouri,  Kentucky  ana  Tennessee  each  surnlied  a 
, . or 

larger  portion  of  the  southern,  eastern  and  European d emand  than  did 

Illinois.  Cut  of  a total  production  of  seventy- seven  million  bushels 

of  the  three  staples,  oats,  corn  and!  wheat,  less  tha.n  three  million 

bushels  were  forwarded  from  Chicago  and  the  amount  sent  from  Ohio  or 



vis -.is  sip  '1  river  towns  was  not  much  larger/*  if  we  compare  the  pro- 
duction and  shipment  of  grain  in  1850  with  1880,  for  instance,  the  dif- 
i ere  nee  shov.s^ijM^^^  -way  ■ the  Effects  of  poor  transportation  on 

the  state.  Against  seven  or  eight  million  bushels  shipped  east  or 
south  in  1850  as  twenty  times  as  much  was  moved  in  the  later  year. 


1 . 


2,0  Daily  Democrat,  Jan^23,  1850;  Seventh  Census  (1850). 
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A great,  central  highway  c onnecting  the  northern  and  southern  coun- 
ties of  Illinois  ha,  always  been  a favorite  project  with  the  legisla- 
tures ana  executives  of  the  state.  As  early  as  1C30  Governor  Coles 
t esteo  that  ..al.e  . ichigan. . .might  easily  be  tapped  and  the  water 
taken  by  canals  not  only  into  the  Illinois,  but  on  the  dividing  line 

of  l5;ION  between  ri^r  and  the  Wabash  down  through  the  center 


Only  two  years  later.  Lieutenant  Governor 


ctotS?  of  the  State-Ml 

"C'J  A*  5 ‘ Jenklns  Proposed  in  the  Senate  that  a survey  be  made 

f0r  a °entral  railr°ad  Cairo  to  Peru,8,  and,  though  somewhat  pre- 

mature, the  proposal  created  considerable  discussion,  both  in  and  out 

of  the  legislature.  Ry  1835,  the  building  of  the  ••Central"  had  become 
one  Of  the  important  issues  in  state  politics.  The  project  was  ably 
aavocatea  by  such  newspapers  as  the  Sangamon  Journal 5and  also  by  a 
numb-r  of  -eaoine  citizens,  prominent  among  them  being  Sidney  Breese, 

Wn°Se  ^lfteen  years  0:f  service  in  promoting  the  undertaking  entitles 
him  to  be  called  the  "Father  of  the  Illinois  Central  Railroad."  4 


^ P i s Monthly  i’^agar inp  Vol  t I'Tri  t r i -r 

sangamo*  Journal,  October  31*t,  issl  "ailroao’  P**4*  0,***  7 

this  b^rS.t?r^Ri|^syhff  Illinois  by  Sidney  ’reese.  In 
Central  Railroad.  ‘ h 1 orts  m behalf  of  the  Illinois 
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With  such  support  it  was  not  long;  before  definite  measures  were 
undertaken ^and  on  January  18th,  1836,  the  Illinois  legislature  incor- 
porated the  — 4-  Central  Railroad  Company  to  construct  a rail- 
road from  "the  mouth  of  the  Ohio to  a point  on  the  Illinois  river 

at  or  near  the  termination  of  the  Illinois /Michigan  canal.”*  Fifty- 


nine  incorpcratoi’s  were  named,  among  them  Governor  P^eyncld*>  Lieutenant 

Jove r nor s A.  Jenkins  and  ’ierre  Menard,  Judge  Sidney  Breese,  Darius 

INCORPORATION  B.  Holbrook  and  Albert  K.  Snyder and  a capital  of* 

OF  CL'NTRAL 

RAILROAD;  1836  two  and  a half  million  dollars  was  authorized.'  From 
the  first  ,this  road  was  regarded  as  a peculiar?  state  institution  *p,nd. 
lest  its  policy  should  be  dominated  by  a foreign  monopoly,  provision 
was  made  that  no  person  could  subscribe  to  more  than  five  shares  of 
stock  and  that  at  least  one  fifth  of  t he  capital  should  be  offeree d for 
sale  in  the  state.'5  Provision  was  also  made  that, whenever  the  company 
earned  more  than  twelve  per  cent  on  the  cost  cf  construction  for  a 
pen oo.  of  ten  years  ^the  legislature  could  so  reduce  earnings  and  tolls 
“ °r  the  next  ten  years  that  the  earnings  would  not  exceed  that  amount! 

* ~ V 

reports  being  made  to  the  state  to ‘show  cost  of  construction  and  gross 
ana  net  receipts.  In  return  for  this  restriction  on  the  powers  of  the 
company j the  legislature  inserted  a clause  in  the  charter  agreeing  not 
to  incorporate  any  competitive  railroad  for  a period  of  fifty  years 


/Laws 

AfuiQ 

-L  v/  “ H -* 


of 


Illinois,  Session] 

134. 

133. 

6. 


1835-1836,  pp, 


lSP^Tf . 


A/  i 


a s 


i r\  o 


/23-C-J  £3^ 


p. 

Ibid.,  p. 

Ibid.,  sec,»i*oii 

Among  the  incorporators  tw  Ft.  Holbrook  and  several  other  gentle- 

SeveffeCted  fth  hlm  ln  later  apprises,  hut  as  the  comraSv 

whlthP?  th?ncea  actlve  const,ruction  work  it,  is  impossible  to  sav 
whether  this  company  was  controlled  by  Mr.  Holbrook.  As  he  was 

thP  a resident  01  Illinois  and  otherwise  would  not  have  been  among 
the  incorporators.,  the  presumption  is  that  he  had  a very  important 

-io--pUence  ln  tne  or£ani-atlon  of  the  company  under  this  act  of 
lbOo . 
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However,  the  promoters  of  the  railroad /fchose^a  most  inopportune  1 
time  for  commencing  this  important  undertaking.  During  the  thirties 
the  country  was  agitated  by  one  of  those  popular  movements  in 

favor  oi  government  aid.  to  internal  improvements,  ^-^imracteristie 

Illinois,  after  months  of  agitation,  mass 
meetings j ana  conventions,  the  movement  culminated  in  the  celebrated  In- 
ternal improvement  Act  oi  18o7.  rooponoa^in-aH-  popular 

eSI1  McS'  a****-1^^  'tn  eAen- 

Sb  SlVe  netW°rk  of  rallroads  intersecting  the  state  In  all 

?LAW  0?  1?37  directions . The  backbone  of  the  system  was] a’  central 

railroad  from  Cairo  northward,  via  Vandalia,  Shelbyville,  Decatur, 
i-Uoomingtoiynd  Savannah,  to  Galena,  at  th^t  time  the  most  important 
city  in  the  state P In  addition  there  were  several  cross  lines  ex- 
tending from  the  main  stem  to  the  important  cities  on  the  eastern  or 
v.-estern  boundaries.  One  of  these  branches  from  Shelbyville  or  Decatur 
to  the  State  line,  ^corresponded  very  closely  to  the  Chicago  branch  un- 
der the  act  of  1851.^  The  entire  system,  amounted  to  about  twelve  hun- 
dred miles,  but  the  estimates  as  to  cost  of  construction  were  sur- 
prisingly low,  .Three  and  a half  million  dollars  was  regarded  as  suf- 
ficient to  build_/cur  hundred  and  fifty  miles  of  the  main  line,  while 
the  Shelbyville  and  Alton  branches  were  to  cost  $650,000  ahd  $600,000 
respectively,  or  from  seven  to  ten  thousand  dollars  per  mileD  less 
than  one  fourth. what  it  cost  the  present  company  fifteen  years  later** 

A loan,  based  on  the  credit  of  the  state,  was  to  provide  funds,  while  a 
boarc  ol  seven  commissioner*  was  appointed  to  manage  the  enterprise. 


l/ 


X vLai,'sT  °f  Illinois,  ^Ses;  ion;  1836-1837.  p i?.i. 
IbidUe£iSlat'ion  in  PP-  21  fee  23. 


& Ibid . 
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during  its  construction  and  after  completion.'1  Immediately  after  the 
passage  ox  the  act,  these  commissioners  commenced,  .York ^ and  for  a while 
iu  seemed  as  if  this  coilossal  undertaking  might  be  finished.  Grading 
was  commenced  at  Cairo,  Galena ?and  intermediate  points;  tens  of  thou- 
sands of  dollars  wift expended  on  the  dikes  and  levee ^at  Cairo;  large 
quantities  of  rails  were  purchased;  about  forty  miles  of  embankment 
north  of  Cairo l\ completed;  and,  altogether,  something  like  a million 
dollars  was  expended  on  the  central  route  and  branches,  although  cer- 
tainly not  m the  most  effectual  manner. x But  the  task  was  entirely 
beyond  the  ability  of  the  state;  financial  difficulties  presented  the 
floating  of  the  necessary  bonds;  extravagance,  ana'  mis- 

management  exhausted  the  money  already  procured,'^)# /^' hundred  miles  of 
grading'  and  a few  thousand  tons  of  iron  were  the  only  tangible  results 
ol  this  second  attempt  to  construct  a railroad  through  the  center  of 

Illinois.** 

fven  this  failure  dia  not  deter  the  state  or  Its  citizens  from 
endeavoring  to  complete  the  project,  and  on  March  6th,  1843,  only  six 
years  after  the  passage  of  the  Internal  Improvement  Act,  the  legisla- 

5mS  tUre  inC0rp0rated  the  0reat  Astern  Hail,  ay  Company, 
RAILWAY  CO.  better  known  as  the  Holbrook  Company B To  understand 

this  act  it  is  necessary  to  go  back  six  years  to  March  4th,  1837. 
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focu  s of  Illinois,  ;^essipn.  1836-1837,  p.  121 

Tbirt^0  L‘aily  Democrat'  December  24,  1849.  'Editorial. 

gan,  Douglas!  B?ssel  !tc"  The  8UCh  *en  as  Lo- 

£ SSi»  » 


1 1 


,,  J ”•  Jt;  i _•  ilv'.'.  : ■ v 8d  i ^jiti'XUb 

JP , :<':.Q  .r  ■'  ' VJD  r )r>.0i-8i:  .00  CSOiM  ,dO»fl  GL.J  •'>  - SP.  £0 

< • 

-jo r.j  ' o •■:  — ■ p..  . x •>  TJt  i pn^  * ..  ; •'  1 ' - - ^ "5  r / 

c-.M  e • - sdi  j cod  no  ot?  n&<j.v:y  "o  -•  ^ Lot*  lo  o.nfi.--a 

d-n©Jisiasrffiie  *io  , _ eri 

ri  xi-tjn  6 ,oj..i:I  ^niridc-fioa  tT;arlde>.:odI.B  ,ona 
-r,90  ..4-:ono  , **rtOiyencl  hrr,e  sduoT  Is*idn9D  ertd  no  n :o  sxjy;  aieiloi* 

. \ . • 

&AJ  badnay  oner  sc  id  Tool  - ti  isd-sde  edd  •• edd  oj-coyso 

. ■ . •'■•■  . ■ vt  ■ - ■ — ■ "'  ■ 

«.0  ae-ix:  .-.yidnar'  ’ p.  - >>  . ocTJfOona  . oo-ilc.  ysixo..  OiiJ  o*  den  :i>c9  div: 

..  0;  -•  • ■ ->  ■ 

SCO. 

xj  ; ji  . ed  o > no  ■.  d9  . do  i.-i- 

^ .Mi,  ' ' n » « d .0-  •- 

- ..  %4  o • ' ' - • ' 1 ' ' ' 

- ®:  ' ' 

o>  Co2  ■ : ■ 

,VSBI  , n . t . • • ■'  ■ :J 


r-  mq_  [-di  i 

. / i-  :r  ; ' - OO-  -c  0'.»  ' 

• j 

pn-t  , L3f.p  ri-  iii  90  repaid©  I arid  dxvid  od on  od  ,oid --©iccfra 
'I  o,,  oi,t  -M  as  oafca*  «f  fo  X ;o.  .■  ;ov  - 
8 

t • y 01  t > .x  dxr»  0..  -or  • > - - ■ ' - , 

: . „ SSOT  X 316  ' Brio  . XI  . XOd  V ' : t 6 XV  ^ XX 

.dc  d .0  - ' n-19,  o:  • -••  ■ ■ • ■ 


gf\jt 

S'  f 

<io; 


1 G 


On  that  date,  the  Cairo  City  and  Canal  Company  was  incorporated 


with  power  to  hold  real  estate  in  Alexander  County,  especially  tte 

tract  of  land  now  included  in  the  corporate  limits  of  Cairo,  and  to 

INCORPORATION  carry  on  general  industrial  enterprises.^'  Mr.  Darius 
OF  CAIRO  CITY 

AND  DA DAT  - CO.  B.  Holbrook,  of  New  York,  one  of  the  incorporators  of 
the  . entral  Railroad  of  1836,  was  elected  president .ana  for  twenty 
years  the  enterprise  was  dominated  by  his  masterful  persona-1  ity  until 
the  two  became  synonymous.'  During  the  prosperous  period  just  before 
the  panic  the  company  borrowed  between  two  and  three  million  dollars. 


largely  from  English  capitalists:  purchased  several  thousand  acres  of 
land  at  the  mouth  of  the  Ohio  river;  established  industries  of  all 


kinds;  laid  out  an  e:  tensive  city  at  what  is  now  Cairo;  protected  it  by 


embankments  and  levees;  carried  on  a general  mercantile  business;  and 
enacted  ordinances  for  the  government  of  the  citizens  of  Ca.iro.^  How- 
ever, the  resources  of  the  company  were  not  equal  to  the  demands  maoe 
upon  it  and  the  failure  of  the  internal  Improvement  policy  in  1840, 
following  closely  after  the  severe  panic  of  1887,  forced  the  enter- 
prise into  bankruptc3r . English  investors  refused  further  financial 
support  and  the  stoppage  of  work  on  the  state  railroad  d.estroveo  the 
undeveloped  industries  at  Cairo.  The  directors  neglected  the  under- 


taking; the  property  in  and  near  Cairo  was  abandoned;  and  for  a time 
the  place  was  occupied  only  by  squatters  and  disreputable  characters 


from  the  river  boats. 


l 


Daws  of  Illinois,  .Oess.ion  183^-1837,  March  4,  1837.  v 
In  nearly  all  newspaper  references  to  the  Cairo  City  and  Canal 
Company  it  is  referred  to  a,s  the  Holbrook  Company.  Mr.  Holbrook 
was  regarded  as  an  unscrupulous  promoter  and  vas  thoroughly  dis- 
liked throughout  the  state. 

Di|on. , History  oi  Cairo,  Publications  of  the  Cairo  itv  and  Cana! 


Henry  Long, 
page  230.) 


C cmpany ; 

©•graphv, 

£Md. 

The  powers _ granted  the  Cairo 
most  unlimited  and  the  company's  acts  were 
the  genera*  'acts  oi  the  General  Assemblv. 


History  and  Prospects  of  Cairo.  fSee  bibli- 
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The  extreme  depression  existing  in  Illinois  after  the  panic  of 
18o7  anci  the  failure  of  the  state  policy  prevented  Mr . Holbrook  from 
doing  anything  v ith  the  Cairo  City  and  Canal  Company  until  1843.  Real- 
izing the  possibilities  of  the  •’Central"  rai  lroad, he  induced  the  legis- 
lature to  pass  the  Great  restern  Railway  Act  of  that 
year.  According  to  the  charter  the  president  and 


MR.  HCmoOK  AT- 
TEMPTS TO  CON- 
STRUCT IL'  INOIS 
CENTEA.T_.4l  great 


VffiSTBpif  RAILWAY  directors  of  the  Cairo  City  and  Canal  Company  were 
incorporated  as  the  Great  Western  Railway  Company  and  were  given  author 
ity  to  construct  a railway  from  Cairo  to  the  IllinoisfAchigan  Canal*> 
In  many  ways  this  act  was  quite  favorable  tc  the  state.  The  otherwise 
worthless  grading  done  in  18S7  to  1840  was  to  be  purchased  at  a fair 
valuation;  twenty  five  per  cent  of  the  net’  receiptrfrrom  cperati  on,  af- 
ter a twelve  per  cent  dividend  had  been  paid  on  the  stock,  were  to  go 
to  the  state^anc^the  legislature  could  alter  the  charter  of  both  the 
Great  Westerned  Cairo  ana  City  and  Canal  Compani 4 after  all  the  in- 
oebtednes  of  the  former  was  paid.  But,  for  half  a dozen  years  the  Cai- 
ro company  had  been  known  as  a flagrant  example  of  speculative  and  cor- 
rupt corporate  management,  and  to,  turn  over  to  such  a ccmpany^ithout 
reasonable  compensation  or  even  adequate  safeguards  as  to  the  comple- 
tion of  the  work,  the  most  important  industrial  enterprise  within  the 
tote,  tc  say  the  least,  a short  sighted  policy.  Moreover,  a 

Clause  was  inserted  in  the  closing  section  of  tte  act  surrendering  to 
the  company  any  public  lands  which  might  come  into  the  possession  of 
the  state  of  Illinois  during  the  life  of  the  charter.  Not  even  a 
euarantee  was  demanded  that  such  lands  should  be  used  for  the  construe- 


V*- 


/jiff 


^ession  1842  *0  1843,  pp.  : 99 

this  provision  making  therildirectors°ofthe  aCt  are  r>ec’uliar  and- 
an o tner  is  typical  thp  V " Z Cx  one  company  directors  of 

tures  before  the  Civil  Ear!  Contra^thi  by  ?tat,e  legisla- 
tor of  February  10,  1851  ~ tm  _ chai  ter  v ltn  the  char- 
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ticn  of  the  railroad.  This  legislation  shows  the  wretched  financial 
conoition/Jtne  state  Ve,s  is.  in  1843  and  illustrates  the  lack  of  fore- 
sight characteristic  of  the  General  Assembly  during  the  period/1- 

For  a time  it  seemed  as  if  she  company  was  seriously  determined  to 
rroceed  ' itn  the  Central"  railroad.  Large  sums  were  borrowed  and  ex- 
pended in  finishing  the  original  state  surveys  and  completing  the 
grading.  .Numerous  buildings  were  erected  at  Cairo  .and  an  extensive 
system  of  levees  was  Planned  and  partially  constructed^  But  condi- 
tions were  not  favorable  , and  the  company  could  not  obtain  capital  to 
OF  tIes  continue  the  work.  several  millions  had  already  been  expen- 

WESTMJ  ded  by  the  Gairo  c ompany  without  dividend  paying  results; 

PAILBA7.  all  Ulinois  credit,  both  state  and  private,  was  under^us.- 

Picion  on  account  of  the  partial  repudiation  of  the  state  debt;  and 
eastern^and^European  capitalists  refused  to  risk  further  inv  estments  in 
Illinois.  Lack  of  funds  stopp  d all  construction  within  a few  months 
after  the  charter  was  secured  and  the  directors  finally  gave  up  ln  des_ 

pair.  On  March  3,  1845,  with  the  consent  of  the  company,  the  charter 

as  repealer,  by  special  act  of  the  legislature;  all  work  done  by  the 

coBipany  reverted,  to  the  . , ..  . 

’ ’ tne  "-a.'  and  most  promising  at- 

tempt to  construct  the  "Central"  „„  , i 

■ entral  railroad  ended  with  heavy  loss  to  the 

promoters  and  no  profit  to  the  state. 

Ihe  failure  of  the  Great  Western  Eailway,  following  closely  upon 
the  disasters  Internal  Improvement  project  of  1837-1840,  made  it  evi- 
dent to  the  legislature,  as  well  as  to  local  and  eastern  capitalists, 

AIUINjj-L  t'nat  Under  0116  aePressed  condition  of  Illinois  credit  the 

CES?AT  construction  of  this  important  and  expensive  railroad  was 

an  utter  impossibility  without  substantial  aid  from  the  national  govern- 


§2  Ackerman,  Sistorlcil^ste'^^of ^e’llT^  199*ff>  p-*^  203.sec.t4en 

& hS.o:;'  z-^  v.10. 


18 


F 


L 


bacioo ebr.'  erir  s or  p noxjjKiex  e 1 ?irlri'  . hep's.  Eib ri  oxfJ  to  rroiJ 

— ©To't  10  ;io^I  Pt'j  r .ill  x ut.;  J.1'81  nti  wi  z&”?  BJBtia  esJ .•  itoxj  i.  • moo 

gg  9 9lu  i 

,d  oo.  re  ledro  \il3'r ji":©  •-  ^js'  • ‘.noo  •.  • -.10  t j rB  oo.-.t©©  i «3*x  sircxc 

. • ■ ’ $ -r 

if' + ifJsEC[n\00  . 0’'9VTUn  £j-  '33  LsSnX./X'IO  9lto 

. - ■ 

• J j , ’ . -.jo  ,'it  ;.!■  |\.  ijrr  .3  . 01  -If:  •'  • ' ' 

■ • > £ too  ^xusqnioo  exid  brus  sIcfB'J 

. . • rilj  • 1 

' 

•nsbxvi  '■»  6 oxiJx  - vn*v  .uoo  o*ix  o 
- . r;!  t:  ,oJ  ‘ i • .o  boa-  ri.1  >o'  -bi  ‘O'  ' XO;-xI  iXJ3 

;c  " 3 ■)  i.-vt  «J'  .’  iJ  ' o nolo  ?xbu<  t*  > ;c  " » vt ritt< - o.c  '-O  ,f- 

r.  r gbn©  .j a©  yxx  le.  i> ‘i  b"  ^eli  o«  . • >• 

• • • 

— 89b  ni  sv.9  rLlr.nx't  ^'xojo&’xxb  oiU  bn.o  oa-is joes  3£  •x&f'xacio  ~-ub  *i9b  Xb  1 

%srfo  ©nb  ,y  5<  o ■ * * • - 

© o;  Lb  • . -i  «)*  i t eno  j Jji;.  Ixi  wqs  y<  ' - 

- , . , ■ ■ ■ - ■■  ■ 

XI  i :,f  M mine  hro'  X • .;-s  ■■  i-  - ' ' J " 

. - j x ,1  oJ  d . j‘.«v  o '•'ife>w o >ov  • 

r0trk;  -Xoiolo  -X'-roIIol  nictfse?;  bfie*i£)  9x4  to 

. , : . . .••  E-YS81  joer,oo;q  Jnsme voki „:I  Ibit  1 &U0  • 

, - i r b : v rnebetsd  bn«  IbooI  oJ  zb  I low  as  ^aoooieisx. 

Sic  ,<  © 0 cor  x III  O : >xr  b.  or  *rev‘-"  e.o  - 'J  'O-  J' 

3.f;  0'iI.L  -i  r xsneq  :€  '•a::  .IX  siitt  to  toxit' Jtjsnoo 


! r , , p.  ,w'  '•.*  Jr 


i.-..  .-b  J 


1 ' .::  £'  - .1  0; ' L orl  . 1 u:  J$2l 

- f.  t :•  \ ~ x h *>  r 


mv  ur  ojlpjii. 


" .X  r*  •'  or.  03  , - or  lj.  : -•  > 


LX  5 
••  : •• 

o 

'X 

•> 

years  from 


“m  AS  a result;t,le  effort  of  the  state  during  the  seven 

1843  to  I860  were  directed  almost  entirely  towards  obtaining  such  sup- 
port. 

Unaer  these  circumstances,  the  w ople  of  the  state  considered 
themselves  fortunate  in  having  elected  to  the  Senate  of  the  United 
States, in  1843  .Judge  Sidney  I*eese,  .who  was  regarded  as  the  met  en- 
thusiastic advocate  of  the  "Central".  On  December  23rd,  1843,  only  a 

r rt6r  b6ln8  SW°rn  ^ aS  S6nat0r’  hS  lntroduced  ^to  Corg  ress 
HREESE  TO  & 1,'Gi;iOC'1'J':!  01  the  Great  Western  company  praying  for  pre 

e“Pt'i°n  ri6hts  t0  a Portion  of  the  public  lands  through 

"’hlCh  the  ProPosed  road  would  run.  Although  -the-onTr- 

~ Profit  to  the  railroad  couldpe  from  selling  the  land  at  more 

than  a dollar  and  a garter  an  acre,  the  preemption  price,  the  measure 

met  with  such  indifference  and  opposition  that  the  committee  on  public 

lanes,  tc  which.  the  memorial  was  referred  refused  to  ^ 

ucxxuo.,  reiusea  to  report  a hill 

TV'°  y6arS  latSr'  JUd6e  ^eese  — appointed  chairman  of  the  Com- 
mittee on  Public  lands  art  ,with  the  additional  prestige  and  influence 
of  tnat  Position, he  introduced  a Mu.  i^846,  grantlng  alternate  sec_ 

tiens^oi  public  land  to  the  northern  Cp^ss  and  Central  railroads  of  II- 

linois.  ■ Breese  himself  had.  little  -f*Q-.-+-u  • 

1 'aith  ln  a direct  grant  of  land,  and 

aia  not  push  the  project  vigorous aq  - 

igorous,y.  as  chairman  of  the  committee  on 

public  lands,  to  which  all  ■thp^p  n 

these  bills  were-. referred,  he  was  able  to 

“*  ‘ » festal.  ...  « ,u 

...  ...  .p  ...  „ 

his  previous  lack  of  success,  he  again  introduced  at.  th. 

• . ..  x caucea,  at  the  second  session 

y 

Sjui  naj  uf — dm  Uni  ten  . , , + 

8v<  historical  Sketch  of  the  Illinois ^entra^pl^i  ?Z ’ 184S;  Ackerman, 
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or  the ^Twenty-ninth  Congress,  his  favorite  Project  of  a preemption 

grant.  The  Committee  on  Public  Lands  advocated  the  measure  in  a 

vigorous  report,  which  ranks  among  the  ablest  concessional  documents 

on  the  land  question  The  arguments  advanced  in  favor  of  the  bills 

were  convincing  and  Freese  followed  up  his  report  bv  act- 

1 sport,  by  active  work  on 

the  senate.  Bis  persistent  am  energetic  support  of  the 
plan  haa  its  influence, and  the  Senate  finally  passed  his  measure'."*  The 
bill  wept  to  the  House,  of  to  Illinois  delegation  to,  k an  ac- 

ftwattempt^to  secure  its  passac.^ 

Vtoen  the  condition  of  political  affairs  at  the  tine  is  considered 

it  ib  evident  that  Breese  was  contending  against  almost  insurmountable 

difficulties^™, although  his  proposals  met  with  little  success,he  must 

be  given  great  credit  for  accustoming  the  members  of  Congress  to 'the 
HilJiSm  'HlEfPARES  novel 

COlfSRESS  FOR  Pi  eject  of  granting  public  land  to  assist,  di- 

^lBsis^EHTpIl  reCtlr  °r  lndirectly,  in  the  construction  of  private 

'lrcads.  -is  reports  from  the  Committee  on  ^ublic 

,J““  „ i„sl=u  ,„.«»„  sasr£  „ 

„«  a«,M,  l0»,v,r,  tt.  „lmoM  „ 

personality  re  ceti<;ar'v  + „ ... 

./  o secure  the  assent  of  his  colleagues  to 

^“1  * policy.  He  also  failed  in  securing  the  support  of  the  nu/ 
-is  delegation  in  the  House^and  complete  success  was  , thus,  almost 


■iLz 


impossible. 

0 


*•„  Ibid.  , ox  icai  Sketch  of  thb  Illinois  Central,  p.io 

. to* 

to  that  coipanv"SyS^dera^3ipnSathillgt,:'he  prcvlslon  turning  over 
mediately  after  taking  SsteSt  in  ?toS^  P'1?hfc  recelve>  **  i«f- 
granting  a preemption  right  to  tw  e lntroduced  a bill 

might  have  been  some  undfrstaSdi^^ t company  it  looks  as  if  there 
W-  breese  v as  alvay^ ' airo 

^ ■ ^PPorter  °Ltht  airo  Company ,r,«. 
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Fortunately  for  the  Central  project, Stephen  A.  Douglas  entered 
the  United  States  Senate  In  1847, and  within  a short  time  became  the 
recognized  leader  of  the  dominant  party  in  that  body.  Like  Hreese  he 

Was  an  ardent  jtLe  of  a railroad  through  central  Ilii- 
Eok,S%AT3S  no  island  believedAthe  federal  government  should  assist  in 

its  construction.  But  the  two  men  differed  in  the.  methods,  to  be  adop- 
ted by  the  government,  hreese  *dvocate?fc^Ti^^^^  ^ 

although— be  a private  company.  Douglas  favored  a direct  grant  of  land 
, . to  ’ 

' — — - t'°  s tat,e  01  Illinois,  not/a  private  corporation.  in  this  po- 

sition  he  was  ably  seconded  by  the  Illinois  delegation  in  the  House  of 
Representatives 

At  the  commencement  of  the  long  session  of  1847-8,  senator* 

introduced  measure^  in  accordance  with  thSir  respective  view*.  Breese 
presented  his  previous  plan  for  a preemption  right  to  the  Cairo  company 


I 


tor  a railroad  from  Cairo  to  Galena. R On  the  other 


DOUGLDS  INTRO- 
DUCES BILL  FOR 

CHlt“o.Slio  ^ hlS  CCllea«ue  “v^ated  a direct  grant  of  land 
to  the  state  of  Illinois  to  be  used  in  building  a first  class  railroad 

from  Cairo  to  Galena,  as  in  Breese 's  plan,  in  addition  he  prop^d  that 

there  be  a branch  from  this  ■■main"  line  to  Chicago^  in  effect  this 

meant  a trunk  line  from  the  great  lakes  at  Chicago  to  the  Missisippi 

3d 

^ongresa^mi  Giobe^^jad  Sess.  (20th.  Conp^s . 

Z 1Q * •>  sess.  30$£i  Cong^#©« 

Ibia.  - b>  t 

Ci nrf  J I f r A3“«tated'  on  a Trev-ir^us • -psute,  Jhe  Cairo 

^X“heCpeoile?mPSL"tSeVac?  oT?^  L ^ lint^es^c^y 

outspoken  advocate  of  this  company  and  be^ik^eF^^lroad^is 

ES&HsH  SH^r^  «££?* 

general  support  of  thp  yniL  1 -\  * ■ t reason,  together  1 ith  his 

a right  of  ireernti  r i'Vni  corP°ra-bions,  he  endeavored  to  get 

question  Mr.  Rreese*  ema  ct  “*  lhexe  are  no  grounds  to 

companies.  " ^ -t  - m his  advocacy  o.f  the  Holbrook 
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-tV^er  at  uairo.  A-t  t l'te“*-&a>«re«  -t/iffte* ^the  grant  vras  to  go  direct  to  the 

_ + _.  _ -rn  n • • , \ , v J r |r 

staoe  oi  Illinois  andj  whatever  profit  culd  come  from, (the  land  would 
inure  to  the  benefit  o.t  the  state,  not  to  the  advantage  of  a private 
corporation.  The  whole  plan  was  one  of  those  G-hvJkttt  1 r-  -^bie 

\A/tW 

s^retes^f  Douglas**^,  £rom  an  ill-fated  and  ill-managed  local  project 
of  one  of  the  less  important,  western  states  the  Illinois  Central  became 
a national  enterprise^hich  would  benefit  the  entire  country,  vV\  not 
merely  a few  counties  in  Illinois.] 

In  deference  to  his  colleague,  Judge  frees e consented  to  postpone 
his  preemption  bill^  though  he  still  kept  it  on  the  calendar  that,  as 
he  said,  he  might  call  it  up  after  the  failure  of  the  land  grant  mea- 

* Si 

sure.  The  bill  Introduced  by  Senator  Douglas  was  reported  favorably 
305  rr0E  the  Committee  on  Public  Lands,  and  was  made  a 


LA.Nl  OBASp  bill  special  order  on  May  3rd,  1848.  Prom  that  time  its 
passage  through  tile  Senate  was  comparatively  easy.  In  general  the 
measure  was  supported  by  members  from  the  western  states  and  opposed  by 
representatives  of  the  eastern  and  southern  states/*  Although  intro- 
duced by  the  Democratic  leader  of  the  Senate, the  land  grant  received 
much  .better  support  from  the  Whigs  than  from  their  opponents.  As  dis- 
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drees e to  Douglas,  January  5*fe,  1850,  quoted  in  Illinois  State 
ss  Sanb°rn'  ^gressional  .rants  of  band 

GlooeJ  i.  sess ..  .gOnto.  Song  p,  314;  Append  is  pp.535, 

PP  ■ la  it 3 -heDoJnereJi0n  GrantS  0f  La,ld  Aid  cf  Eail-.  aJ 
dis  tr ibuted  as  foUows°:  ^ “"T*  ln  House  and 
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tribution  ot  the  public  lands  in  this  .way  was  distinctly  a VTiig  policy, 
it  was  natural  that  the  minority  shoula  favor  the  bill.  Foreover,  most 
of  the  unoccupied  government  land  was  in  the  Fest^anc.  representatives 
oi  states  where  the  amount  was  large  aided  the  measuretyLts  ^suTiess 

similar  grant  to  tnem  later  on.  .Per-ths-Bame.- e«Heml  reasons 
y| members  from  the  eastern  states  opposed  this  new  policy  on  the  ground 
that  the  whole  nation  (ans — *Krb-~a~-£4iv*~- s-tate-s*)  should^  benefits  iw'v  the 
western  laids.  Senators  and  rpepresentatives  from  the  southern  and 
gulf  states  were  strict  constructionists  and  opposed  Congressional  ac- 
tion which  would  assist  either  the  north  or  west  at  the  expense  of  the 

was  - ~ 

south.  ..heir  position/entirely  consistent  with  the  immediate  interests 
oi  their  constituency.  After  the  fashion  of  the  time.,  most  of  the 
speeches  defended  or  opposed  the  land  grant  on  constitutional  grounds, 
tne  mam  point  of  dispute  being  whether  Congress  had  a constitutional 
righu  to  give  away  the  national  lands  in  aid  of  internal  improvements!^ 
With  the  members  of  Congress  divided  along  the  lines  indicated 
above,  the  success  of  the  bill  depended  upon  the  relative  strength  of 
the  best,  as  opposed  to  the  East  and  South.  Although  the  bulk  of  the 

population  was  in  the  eastern  and  southern  states  the  number  of  western 

txc  7to?nhfy  all 

states  was  as  large  as  of  eastern  states.  As  beta  states  had  an  equal 
representation  in  the  Senate  the  passage  of  the  hill  was  comparatively 

eaSy’  the  '“nal  VOte  standl"g  twenty-four  for,  as 
Ik  THE  HOUSE  against  eleven  opposed  to  the  bill.'8'  jn  the  Hou^e 

ho  never , /<  representation  was  in  proportion  to  population  5**^  the  large 
middle  ana  southern  states  were  able  to  defeat  the  act.  The  vote  was 
cl°se; ana  haa  some  of  the  western  members  supported  the  grant  more 


to^rprhdr^1-  01006'’  imj  sess*  C50^1  Con&l  Appendix.  The  views  of 

Con'  rp^inr1Jiu0Ileref  aPe  gathered  speeches  in  the  Globe. 

™ j 1^  1 ^lobe,,ls*  sess.^oOth  Congv,p.  314.  *£.  Kt  page 
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vigorously  it,  would  probably  have  been  passed  . As  it  was.  the  majority 
against  it  was  only  seven>  in  accordance  with  a previous  under- 
standing, Judge  reese  again  introduced^!  preemption  bill  at  the 
short  s es s 1 on ^ and ^ though  not  in  conformity  with  the  views  of  Douglas, 
the  latter,  as  a personal  and  political  favor  to  his  colleague,  allowed 
it  to  pas(J^M  the  senate,  with  the  tacit  understanding  that  it  was  to  be 
rejected  in  the  House  of  Representatives  .^flb 

In  the  six  years  since  Judge  Freese  introduced  his  first  pregmptio 
bn!;  sent'iffient  in  both  the  Senate  and  House  had  become  quite  favorable 
to  some  kina  of  a land  grant  or  preemption  right  in  aid  of  the  Illinois 
central  Railroad.  Any  measure  would  undoubtedly  be  of  considerable 
alue  oO  the.  state  oi  Illinois  or  to  private  parties  who  might  build 
the  roaa^ana  the  Cairo  City  and  Canal  Company  determined  to  make  use  of 
RA'frON^Op"  "ne  apparent'1y  favorable  conditions.  Accordingly,  after 
Ys^SVERl\i  " aildre  of  the  first  land  grant  bill  and  c pr obab ly  in 

-'Alin. A/  co.  anticipation  of  greater  success  at  the  next  session,  the 
Cairo  City  and  Canal  Company  petitioned  the  legislature  for  a renewal 
of  their  previous  rights,  which  had  been  repealed  by  the  act  of  March 
brd,  1845/*  Although  the  Holbrook  companies  generally  were  disliked 
throughout  the  state ^they  represented  the  wealthiest  aggregation  of 
capital  in  Illinois .and  apparently  were  the  best  able  to  complete  the 
Illinois  Central  railroad.  In  recognition  of  this  fact  the  legislature 
on  February  10th,  1849,  re incorporated  the  Great  Western  Railway  Co*-* 

f<!  

^ The  bAi:L  was  refused  a third  reading  by  vote 

, 7iH  7w  7S  * j journal  House  -.of  -Riepresentative« , 3Cisjti  T ong 

p:  1S70l  Congressional  Globe,  1st  sess.,  30*.  Cong?'’, 
^^30  ’ ' ongresslonal  GrEcts  of  baflij  in- 'Aid  of  Railways, 


bo-dfelas  bo  Hreese,  letter  quoted  in  Illinois  state  Journal,  Feb. 
p>  iool.  ' 


, > c i .lHihois, • oessppii  1849-50,  February  10,  1849. 

f u *,C°;rea,pc?dence  between  Freese  and  Doig  las  in  Appendix  to 
Freese's  marly  History  of  Illinois. 
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pany,  with  all  its  former  privileges,  and,  in  addition,  gave  it  out- 
right tiie  i emains  of  the  old  state  surveys,  gradings  .and  embankments, 

n>W#C/  ^ ' 

ano  a t.  o hunched  -foot  right  of  way)  from  Cairo  to  Galena.^  The  sur- 
prising feature  oi  the  act  is  that  the  legislature  included  in  the 
charter  the  chase  surrendering  to  the  company  whatever  lands  the  fe- 
deral government  should  grant  the  state.  Ho  restriction  whatever  was 
placed  on  the  use  oj  these  lands .and  ,so  far  as  the  charter  was  con— 
cerned ? these  lands,  once  in  the  possession  of  the  corporation,  might 
have  been  used  tor  the  personal  advantage  of  the  president  or  direc— 
otrs . 1 Tore over,  the  only  condition  imposed  upon  the  company  in  return 

for  tiie  charter  was  that  it  should  spend  at  least  $200,000  each  year 
until  the  road  was  completed,  and  even  thisAwas  vague  and  ill  defined. ‘1 


1 X Laws  of  Illinois,  .Cession  ''  1849-50,  February  10,  1849. 

'X  Pro vision  in  the  acts'  of  184b  and  1849 1 granting  the  Great 

Les tern  Railroad  whatever  federal  lands  should  come  into  the  pos- 
session oi  the  state^ is  one  of  the  most  peculiar  ever  passed  by 
an  Illinois  legislature.  In  1845  there  was  little  prospect  that 
the  national  government  would  ever  turn  over  lands  to  Illinois  to 
aid  in  railroad  construction,  but  in  1849  several  bills  haci  pas- 
sed the  Senate  and  one  had  passed  the  house  giving  either  preemp- 
tion or  direct  grants  to  Illinois ^and  it  was  considered  almost 
certain  the  51st  r ongress  would  passe  the  desired  legislatL  on.  It 
is  very  probable  that  the  clause  was  inserted  in  troth  acts  as  a 
” joker”  and  escaped  the  notice  of  the  members . At  the  time  char- 
ters were  granted  giving  private  companies  almost  unlimited  powers 
and  evidently  this  is  an  example. 

At  the  same  time  it  is  verir  likely  that  the  Cairo  City  and 
Canal  Company  resorted  to  underhanded  methods  to  secure  the  inser- 
tion of  this  provision.  From  the  bitter  criticism  of  the  provi- 
sion in  1849  and  1850  after  the  passage  of  the  federal  act,  espe- 
6 cially  in  the  Springfield  Register  and  .Journal , two  of  the 

leading,  papers  in  the  s'tate7"Tr5“ i s certain  this  clause  could  net 
have  been  inserted  with  the  open  approval  of  the  legislature.  The 
advantage  tc  the  company  from  such  a provision  is  too  obvious  to 
require  further  reasons  in  defence  of  the  attitude  of  the  company. 

The  action  of  the  Great  Western  Railroad  indicates  that  it 
was  incorporated  with  the  object  of  securing  the  land  grant.  From 
ius  incorporation  until  the  passage  of  the  federal  land  grant  the 
company  d.ia  practically  nothing.  Then  with  the  passage  of  tie  Jet 
of  September  20th  several  thousand  dollars  was  expended  in  and 
near  Cairo,  evidently  to  fulfill  the  legal  requirements  of  the 
charter.  For  a full  discussion  of  this  matter  the  reader  is  re- 
ferred to  the  files  of  the  Journal  end  ^,egis ter , Springfield,  dur- 
ing the  Fall  ana  Winter  of  1849.  (Illinois  Weekly  State  journal 
October  lGth,  1850.) 
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bith  this  x emai table  enactment  cl  the  -I-I -1  i no-i  s legislature  before 
themyt  was  only  natural  that  members  of  Congress  should  hesitate  to 


lative  private  corporation  without  materially  furthering:  the  ’'Central" 
railroad.  No  one  saw  this  more  clearly  than  Senator  Douglas  ,and  t even 
before  the  first  session  of  the  thirtyjrirst  Congress  opened, he  made 


convened  he  was  able  to  induce  the  Resident  and  directors  of  the  Cairo 
City  and  Canal  Company  to  execute  a release  of  the  charter  of  the  Great 
Western  Railroad  Company.  The  surrender  was  only  conditional.,  however, 
and  the  Cairo  Company  insisted  that  the  release  should  be  accepted  a,t 
the  next  session  of  the  legislature  and  that  another  company  be  immed- 

x p, 

iately  incorporated  to  carry  on  the  project.  'H 

The  Great  Western  tangle  having  been  straightened  out. the  Illinois 
delegation  in  Congress  was  in  a position  to  renew  their  efforts  in  be- 
half of  the  Illinois  Central  grant.  At  the  previous  election  several 
changes  were  made  in  the  personnel  of  the  delegation ^which  gave  new 
strength  to  the  advocates  of  a direct  grant.  In  the  Senate  Judge 


charter  of  the  Great  Western  Company.  The  Cairo  Company  was,  of 
course,  reluctant  to  surrender  the  charter,  and  they  were  sup- 
ported by  many  political  op  onents  of  Douglas.  The  company  ob- 
tained considerable  aid  from  politicians  in  the  southern  part  of 
the  state,  but  was  almost  unanimously  opposed  by  the  central  and 
northern  parts  of  the  state.  The  two  Springfield  newspapers  were 
the  most  bitter  opponents  of  the  Tto  brook  company.  Cf.  the  con- 
flict over  the  passage  of  the  repeal  act  of  Deb.'.  10,  1851.  In  Oc- 
tober, 1850  Mr.  iolbrook,  as  ^resident  of  the  Company,  executed  a 
release,  but  Mr.  Douglas  aid  not  accept  it.  Cf.  correspondence 
between  Urease  and  Douglas,  in  Appendix  to  -Creese J s Parly  History 
of  Illinois. 


-.ir  ft  vy  t * 

give  tqf\  that  a -bate  public  lands  which  might  be  turned  over  to 


a specu- 


vigerous  attempts  to  obtain  a repeal  of  the  obnoxious 


features  of  the  charter^  hut-' at  first  wu-theut  success 
colleagues  at  Washington  and  prominent  citizens 


of  the  state  assisted  him  and  gust  before  Congress 


'S  Illinois  State  Journal,  October' 1G,  1850. 

<*.  There  was  a very  bitter  fight  in  Illinois  over  the  release  of  the 
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Breese  was  succeeded  by  GeneraJ  Shields  .and  the  new  representatives 

were  m sympathy  with  the  plans  of  Douglas. I Judge  Douglas  was  an  able 

politician,  as  well  as  a statesman  of  national  prominence,  and  the  ex— 

AGCfRESfelVE  AC-  perience  of  the  previous  session  showed  the  necessity 
TION  BY  ILLI- 
NOIS' DELEGATION  of  aggressive  action.  As  a matter  of  course,  the 
IN  SUPPORT  OP  ’ 

A FEDERAL  GRANT  friends  of  the  land  grant,  both  in  ano  out  of  Ccn- 


FEDjERA^ 


gress,  secured  a large  number  of  memorials  and  petitions  rec-ue sting-  de- 
finite  action  by  the  federal  government.^  In  addition.  Senator  Douglas 
resorted  to  various  political  bargains  to  insure  complete  success  of 
his  policy.  In  the  previous  session  he/, added,  a branch  from  the  main 
line  of  the  rai  Ircad  to  Chicago *and  thus  apeii  reived  made  the  enterprise 
one  i hic.h  appealed,  to  the  interests  of  many  eastern  representatives 
In  Lis  plans  for  the  hist  congress  he  made  the  railroad  even  more  com— 
rrhensive.  A-similar  He  extended  the  proposed  grant  to  the  Mobile  and 
Ohio  Rai 1 road, /(  then  endeavoring  to  get  a foothold  in  southern  Alabama, 


and  to  certain  otner  southern  roads.  A trunk  line  from  Chicago  to 

v * 5iV 

Mobile  was  a project  which  appealed  to  the  imagination  of  the^ehtire 
Mississippi  Valley;  even  the  strict  constructionists  had  to  admit  it 
was  a matter  of  more  than  state  importance.  At  the  same  time,  the 
southern  part  of  the  plan  removed  the  opposition  of  the  gulf  states  and 
secured  the  active  sup  ort  ol  certain  northern  members  ^ ho  were  very 

STo^l 

much  interested  in  the  Mobile  andChio  Railroad..  5 He  also  removed  the 


^ 1 **  -Ackerman,  Historical  Sketch  of  the  Illinois  Central  Railroad,  p.17 
_ v ^entworth.  Congressional  Reminiscences,  (Fergus  Historical  Series'), 

V-aflfc 

So  Sanborn,  congressional  Grants  of  land  in  Aid  of  Railways,  p.31* 
drees e to  Douglas,  Illinois  JState  Journal,  Feb:  6,  1851;  Wentworth 
Congressional  Reminiscences  * 

^ ^ General  Shields  was  a warm  personal  friend  of  Senator  : ouglas, 

while  Senator  Breese  was  not  always  cn  intimate  terms  with  him. 
Shields  was  also  one  of  the  most  popular  politicians  in  Illinois. 
Among  the  leading  supporters  of  the  measure  were  Representatives 
Bissell,  Baker 3and  Wentworth  of  Illinois. 
irr g.vont,  i 


h rtj.o9ae'iu3'i  vti  d 

:e  + nrr  ,o  on&n.L.  r - i -f  -r  ■>  ' -‘J.-J.e  *?•  . [ 1 f-‘-'  - : 1:0 

- ! , I '■ 

) 16ifi 

, J ,-  t -1JS  Hi  "O'  '-  U)  -■  C 0:  ' -'OHiH'  . ; '■'' 

..  ■ .-cJ-30  . rr  anoidios  ■ Lor-nsfli  ‘‘O  i9<-fhiJJ0.  -V  bf.I  - 90 -•  ■ 

....■:  -■ 

■ 1.  ;•:  i < i iDiJt, £oq  I l : 

»•  fl  :••*•  ••  . ■ e ’ " Ur  1 p V)  .5  tv:  - ' - '°i  1 ' 

Or  ■ ! 1 . x.;-'  -■  . • 0 1 L"  'v  '°‘J-  ■ - ' "1'LU  *° 

_ , , • • of  i* 

> 

i < ) o J OJ  uf  " 

/ISflJ'JOa  Hi  b£0* Out  JS  JOm  qJ 

* j ; < ■;  to  K)ic  .-Hi  -,w.  ©rid  id  oeI*e  r<j*  j in'/  Joe  ^ a.:;;  eiic/. 

, > >•  ■ d O'  ■ - •■■*•• 

- v , y,uiu  6M.fi?  and  0 . oonBdiO'rxii  ©dxsds  bX-xcLt  to  i ‘-dcr  r.w 

. 

• f'xsrij '£on  n'U’^0'90  * * > 9j^ 


. - ( . -y  ; x Xjiho  3:  ' eio«i  T 9/ ' -■  o r te:- ' Xf  bib  :»o  ' - 

i ....  • •'/  . gj  ; • t ‘ ‘ ')  ■ i ' '?  « 5 - , , 

t -.'N  >.  • ' ..  r-  . • ■ 


- - - ' 

1 1 ■"•  • ' • 

■ . . • . . ■ . • ' - ■ ■ 

, .:  j 1 v • £ 

. - :.v  -V  - HOJ 


( 


. w 

..).  ' 0 • • ©i-i  I-'-  • ©,v  •-  * lK  r"': 

<r  ••  ■ ■■  . . : ;;v; 


o • ;lb‘  ' ' • •!.  • ■ 

-J  i'  > ? ; - b . '•>:  • 'O.  . r ; ; • ' ' 

. . r il  u.i  >ij  .X  - ?:/:lvrJ oh  oc- 001  oi'J  to  3r.o 

0 o en 9JH0 

. -x on.*  0 /J'D  u • ■ ■•' 

c j .< 


■■■-—  - — 


opposition  or  certain  New  England  and  Pennsylvania  Congressmen  by  a 

compromise  on  tie  tariff.  Douglas  cared  very  little  about  new  tariff 

legislation,  while  the  eastern  representatives  were  not  interested  in 

the  land  grant,  but  did  desire  a change  in  the  tariff.  A compromise 

was  easy  ana  the  eastern  Congressmen  agreed  to  support  the  Illinois 

Central  measure  in  return  for  active"  efforts  on  the  part  of  the  western 

st 

members  in  favor  oi  a change  of  tariff  a thi^d  agreement,  though 

oi'  less  importance  than  the  other  two,  was  arranged  late  in  the  session 
by  which  Dunleith,  op  'osite  Dubuque,  Iowa,  instead  of  Galena,  became 
tns  northern  terminus  of  the  proposed  rcadL^1^^  These  various  agree- 
ments and  compromises  materially  strengthened  the  Illinois  delegation,^/ 
maae  tne  passage  of  the  land  grant  act  a practical  certainty. 


* Acfcierman,  Historical  Sketch  of  the  Illinois  Central  Railroad. 

IV. 

^ i:  (Continued)  ihe  aaaition  oi  the  Chicago  branch  is  interesting  as 

showing  the  increased  importance  of  ncr  them  Illinois  and  the  dis- 


>enator  uouglas  was  accused  of  making  the  Ghange  i^crder  to  in- 
crease the  value  of  Chicago  r©l  estate,  in  which  he  was  deeply  in- 
terested. There  may  be  some  truth  in  the  statement,  but  it  also 
shows  that  he  recognized  the  future  importance  of  Chicago.  The 
entire  success  of  the  Illinois  Central  has  depenoed  upon  the  Chi- 
cago branch, and  if  this  extension  had  not  been  made  the  road  would 
have  become  a merely  local  undertaking. 

( Among  the  eastern  members  secured  by  this  agreement  was-  were  Ban- 
/ iel  Webster  and  Mr.  AshlW^jY  I^as sac hus etts  . It  is  very  likely  that 
\ the  Roston  and  Few  York  capitalists  who  built  the  Illinois  ( entral 
XJ  were  deeply  interested  in  the  sue  ess  of  the  land  grant  act.  r. 

A Rantoul , one  of  the  leading  promoters,  w s a close  rersonal  friend 
/ of  the  two  gentlemen  named  above,  and  succeeded  Mr.  Webster  in  the 
Senate.  A Mr.  As  hum  was  also  interested  in  the  Illinois  Central. 
Land  the  town  of  that  name  on  the  charter  lines  is  named  after  him. 


-Senator  Dodge  , of  Iowa  is  credited  with  being  the  originator  of 
this  extension.  The  change  was  bitter^  opposed  by  Galena  and 
was  instrumental  in  causing  the  decline  of  that  city.  Two  rail- 
roads were  being  projected  from  Dubuque  in  1849,  one  of  them  the 
present  Dubuque  «?-  Sioux  City  Railroad,  and  tie  extension  to  Dun- 
leith, made  possible  a through  line  from  Chicago  and  Cairo  to  Cen- 
tral Iowa.  The  change,  although  of  great  importance  to  the  Illi- 
nois Central,  attracted  little  attention  in  Congress.) 


Wentw orth 


trie t around  Chicago.  In  the  early  plans  the  northeastern  part  of 
thw  state  v»as  neglected  and  this  addition  by  Douglas  is  a recogni- 
tion oi  the  changes  which  took  place  in  the  previous  fifteen  years 

O A ■*-»  ^ Tt  ~ 1 1 -1  ’ 


In  the  early  plans  the  northeastern  part  of 
and  this  addition  by  Douglas  is  a recogni- 
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A few  days  before  the  second  release  was  executed  Senator  Douglas 
introduced  in  the  Senate  a bill  granting  to  Illinois  alternate  sections 
of  PuM-ic  land  for  six  miles  on  each  side  of  a proposed  railroad  from 
Cairo  to  Galena  and  from  Chicago  to  a junction  with  the  main  line.'*' 
hith  the  consent,  and  probably  at  the  suggestion  of  the  Illinois  Sena- 
tors, .ing  of  Alabama  added  an  amendment  making  a similar  grant  to  the 
state  of  Mississippi  and  Alabama,**  and  a little  later  Senator  Dodge  of 
Iowa  made  another  amendment  extending  the  road  to  Dunleith.^  With 
these  amendments  securing  the  support  mentioned  on  pages  27  and  28  the 

CONGRESS  GRANTS  passage  of  the  bill  through  the  Senate  was  compara- 
IADD  TO  ILLI- 
NOIS, MISSIS-  tively  easy  and  the  measure  was  approved  by  a vote  of 
SIPI  ADD  ALA-  ^ 

vAOA  FOE  RAIL-  26-14.  The  real  opposition  came  in  the  Douse,  but 
ROAD  FROM  CHI- 
CAGO TO  MO DILL  the  Illinois  delegation,  under  the  leadership  of 

Bissell,  Me C 1 er nano ^ and  Wentworth,  forced  the  Senate  bill  through  the 
lower  house.  At  times  the  opposition  was  extremely  bitter, ^and  it  was 
only  by  the  various  agreements  effected  in  the  early  oart  of  the  ses- 
sion that  the  act  secured  sufficient  votes  to  be  passed.  Finally,  a 

st 

vote  was  taken ^ and  the  bill  passed^ the  House  of  Representatives  by  a 


Sen 


Oj 


, (ijab  s'ess.  31st  CorigS  >■ 

C< 


.£*> 
vi 

Congressional  Globe,.  M sess.; 31st  Cong.,  p.  845./* 
b- su  Ackerman,  Historical  Sketch  of  the  Illinois  Central  EvE. , p.  17. 
The  vote  on  the  land  grant  bill  was  as  follows:”—* 


f 


FOE 


AGAINST 


New  England 

SEDATE 
' l" 

~ HOUSE 
?1D 

SEDATE 

ST  ' 

HOUSE 

ri 

Middle 

2 

28 

4 

22 

South 

2 

8 

3 

23 

Gulf 

5 

13 

1 

1 

West  (land) 

13 

34 

1 

12 

West  ( non- land ) 

3 

8 

1 

7 

’ TOTAL 

£ - ' 

26 

CL101 

14 

76  -i 

/It  should  be  noticed  that  the  act  of  September  20'bH,  1850,  makes 
grants  iajaci  to  the  the  three  states^  of  unoccupied  government 

land  inside  „ ■ . . , . 

the  state  limits  to  be  used  m builcing  a railroad  in- 
side the  state.  This  is  due  to  the  strict  constructionist  views 
of  the  Lemcc  ratio  majority  of  '-Congress . Cf.  the  Union  Pacific  Land 
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majority  or  twenty-five,  the  vote  taking  place  on  the  17th  of  feptem- 

>ber.  l-hree  days  later,  Resident  Fillmore  signed  the  bill  and^'  II-  ' 

linois  Central  was  assured  so  far  as  the  United  States  Congress  was 
concerned. 

iy  the  terms  of  this  act  alternate  sections  six  miles  on  each  side 
of  the  proposed  railroad  were  given  to  the  states  of  Illinois,  Missis- 
sippi yj.no  Alabama  to  construct  a railroad  from  Chicago  to  Mobile.  The 
aot,  as  it  related  to  Illinois,  provided  for  a railroad  "from  the 

ACTo/se^1'  S0Uthern  terminus  the  II  linois -Michigan  canal  to  a 
TjMBISR  som  point  at  or  near  the  junction  of  the  Ohio  and  -Mississippi 
rivers,  with  a branch  of  the  same  to  Chicago  on  Lake  Michigan,  and  an- 
ther,  vja  the  town  ol  Galena,  in  said  state,  to  Dubuque,  in  the  state 
01  Iowa."'*  The  land  in  alternate, even  numbered  sections  for  six  miles 
on  both  Sides  of  this  road  were  given  to  the  state  to  assist  this  un- 
dertaking, but  with  the  provision  that  the  road  should  be  completed  • 


within  ten  years  and  that  if  this  were  not  done  all  unsold  lands  should 

r ernfcent  an“  «*“  should  pay 

tipnTrioeAf-  for  land  already  of.  Further- 

more, the  road  should  be  a public  highway,  free  of  toll,  or  other  char- 
ges, for  the  transportation  of  any  property  or  troops  of  the  United 
• States ; while.  Congress  was  to  decide  what  compensation  should  be  given 
for  carrying  the  mails.  To  compensate  for  the  loss  of  land  Congress 
cro.ered  that  the  alternate , odd  numbered  .sections  six  miles  on  either 
side  of  the  road,  belonging  to  the  government,  should  be  sSoid  at 
SB. 50. per  acre,  instead  of  $1.26  as  previously.  Lands  already  settled 
were  to  be  retained  by  the  settlers  upon  payment  to  the  state  of  the 
preemption  pi  ice,  or  the  latter  could  recompense  itself  by  taking  other 
unoc .upied  land  within  fifteen  miles  of  the  road!*  The  l^nd  could  ne- 
be  used  ^cr  any  purpose  other  than  the  construction  of  the  road 
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The  passage  of  the  land,  grant  act  of  September  20th  marks  an 
epoch  in  the  history  of  Illinois.  At  last,  after  years  of  discourage- 
ment and  .tail lire,  the  state  had  in  sight  the  means  necessary  to  build 


three  million  acres  of  land  seemed  sufficient  to  guarantee  the  construe 


the  burdensome  Internal  Improvement  Debt.  Senator  Douglas  and  the 
other  representatives  in  Congress  who  had  secured  the  grant,  were  ap- 
plauded from  Cairo  to  Galena;  mas  meetings  and  ban  .uets  were  held  in 
their  honor;  and  every  means  was  taken  to  show  the  popular  appreciation 


of  their  services.  The  influence  on  the  general  credit  of  Illinois  was 


The  mere  passage  of  the  federal  act  was  the  least  difficult  of  the 
many  problems  confronting  the  friends  of  the  Illinois  Central.  For 
some  fourteen  years  the  questions  connected  with  this  railroad  had  been 
before  the  legislature  and  the  citizens  of  the  state,  and  now  that  suc- 


(p°  Ackerman,  Early  Illinois  Railroads,  pa^e-  35.  On  their  return  to 
Illinois  at  the  close  of  the  session,  Mr.  Douglas  and  Gen. 

Shields  were  tendered  a public  dinner  by  the  citizens  of  Chicago, 
in  consideration  of  their  services  in  obtaining  the  passage  of 
this  act.  In  declining  the  honor,  they  modestly  awarded  to  their 
colleagues  in  the  house  the  full  measure  of  credit  for  having 
'•^successfully  carried  the  bill  through  to  completion, 
fe'  u JTewi  York  Evening  Pose  of  the  18th  inst  says:-*-  A considerable 
advance  has  been  obtained  in  Illinois  Internal  Improvement  stock:.: 
55  5/8-  was  bid. for  it  this  morning  and  60  asked.  This  is  a rise 
of  5 to  10  per  cent  and  Jiis  due  to  the  advising  obtained  this 
morning  from  Washington  of  the  donation  by  congress  of  lands  in 
Illinois  in  aid  of  the  railroad  constructed  between  Chicago  and 

Mobile,  which  runs  through  the  whole  state  of  Illinois also  of 

the  s amp  land  measure.”  Illinois  Daily  Register,  September  30, 
1850. 


the  Illinois  Central  Railroad,.  To  even  the  most  conservative  citizen, 


GREAT  IM- 
PORTANCE 
OF  THE 


the  time  when  the  central  counties  of  the  state  would  be 


tion  of  the  road.  The  more  sanguine  looked  forward,  to 


&RANT  TO 
IV.INOIS 


thickly  settled  and  the  land  grant  had  paid  off  all  of 
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cess  was  probable. all  the  previous  conflicts  were  renewed  with  addi- 
tional strength.  The  most  troublesome  of  these  involved  the 

method  of  construction  and  the  route. 


ihere  were  tour  possible  ways  of  utilizing  the  land  grant,  each 
oi  which  had  its  vigorous  adherents  I (1)  State  construction  of  the 
railroad  by  means  ot  the  grant,  along  the  line  of  the  internal  im- 
provement ^lan  of  1837 ^ (2)  Surrender  of  the  grant  to  the  bondholders 

F6ur  POSSIBLE  and  construction  by  them  on  terms  similar  to  those 
METHODS  OF 

CONSTRUCTING  made  by  the  holders  of  canal  bonds  in  1840;  ('3''  Com- 

THE  RAILROAD  / 

pletion  by  the  Great  Western  Railway  Company  under 


its  charter  of  1849,  including  the  retention  of  all  state  lands;  (4) 
Creation  of  an  entirely  new  private  corporation  and  the  transfer  to  it 
t'he  land  grant  under  certain  restrictions  and  with  certain  paym.ents 
to  the  state.  This  company  to  assume  entire  responsibility  for  the 
completion  cf  the  road. 

-lo  many  citizens  state  construction  of  the  Illinois  Central  "was~ 

still/ja  feasible  project.  From  1831  to  1843  the  various  plans  for  the 

railroad  depended  on  government  support .and  Respite  the  collapse  cf  the 

Internal  Improvement  plan  of  1837, there  was  considerable  talk  of  direct 

STATjX  c6nSTRUC-  construction  by  the  legislature.  The  cost  of  buil- 
TION  FAVORED  BY 

MANY  CITIZENS  ' ding  the  road  was  underestimated,  while  the  value  of 

^ *}  K-'  f S ' Am  CA 

the  land  was  overestimated*  It  was  th o ught—pes-sib-le — be— the  road 

Yn.  c — t\T~ 

without  recourse  to  bond  issues  and/|  the  profits  from  operation  would 
then  quickly  retire  the  old  state  debt.  But  the  panic  of  184G  and  the 
depressing  influence  of  the  debt  were  still  vivid  in  the  minds1  of  the 


^ For  instance,  Mr.  John  S.  Wright  of  Chicago  published  a pamphlet 
in  which  he  took  the  ground  that  the  grant -,bei  ng  of  such  immense 
value,  the  State  should  hold  the  lands  and  again  attempt  the  con- 
struction of  the  road.  Ackerman,  Early  Illinois  Railroad,  p.35. 
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citizens  jcf  Illinois ^and  they  generally  condemned  any  further  attempt 
by  the  state.  As  Senator  Shields  said: —"capitalists  will  not  embark 
in  this  enterprise  unless  they  have  the  control  of  the  servants,  apents . 

etc in  a word  of  the  construction  and  management  of  the  road."*' 

Another  form  of  semi-legislative  management  was  contained  in  the 
so-called  "bond-holders ' plan,"  which  was  submitted  to  the  legislature 
in  January,  1851.  As  a result  of  the  various  attempts  at  internal  im- 
provement Illinois  had.  accumulated  a debt  of  some  fifteen  million  dol- 

SO CALLED  BOND  lars  and  was  unable  to  meet  the  full  interest  charges. 

HOLDERS-  PLAN 

OP  JANUARY'S®  In  fact,  the  -government  had  barely  escaped  repudiation 
or  bankruptcy  ^ and.  the  -creditors  supposed  it  would  be  utterly  incapable 
of  attracting  the  capital  necessary  to  construction  the  Illinois  Cen- 
tral. Under  the  circumstances,  certain  eastern  bondholders  suggested 


an  arrangement  somewhat  similar  to  the  one  under  which  the  Illinois- 


(Lt 


Michigan  canal  was  built.  A company,  composed  largely  of  bondholders, 

YAvte 

was  to  be  chartered  and  given  power  to  construct  the  railroad.  -Pour 
dollars  of  stock  or  three  dollars  of  bends,  entitled  new  internal  im- 

w-VtA. 

provement  stock,  was-  to  be  given  for  each  dollar  of  cash  paid  in.  The 
state  was  to  receive  stock i-o-f  ■ a-  eeual  to  the  value  of  the 


lands  sold,  and  in  addition  pay  all  expenses  of  surve:/s,  etc.  The  stoc^ 
belonging  to  the  state  must  be  set  apart  to  retire  the  state  debt.  The 

stock  of  the  new  company^, in  adoition,  could^be  made  the  basis  for 

state  banking.  Cn  the  whole,  the  terms  were  about  as  onerous  as  coui 
be  imposed,  on  a bankrupt  state ?andr are  in  striking  contrast  to  the  II- 


lb*3  Speech  of  General  Solids,  Springfield,  111.,  November  20,  1850, 

4 given  in  full  in  Illinois  Weekly  Journal,  November  20th,  1850. 

"2?  A copy  of  the  bill  presented,  by  the  bondholders  is  given  in  the 

Chicago  Jjaily  Democrat,  January  11,  1851  and  a summary  in  the  Il- 
linois Weekly  Journal  January  29th,  1851.  (~£his — summary— is 
given  in  full  on  -prege  2-57  of- -the  appendix^  Of.  Ackerman,  Parly 

Illinois  Railroads,  page  57, 
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linois  Central  charte:^.  It  is  impossible  to  state  just  what  men  were 
behind  the  scheme,  as  it  was  disowned  by  many  leading  bondholders.  The 
project  never  received  serious  attention  from  either  the  newspapers  or 


the  1 egi s 1 atur e 


vie.  j 1 "V"  , 

l\  C ons  true ti on  by  the  Great  Y^estern  Railroad,  or  in  other  words  by 

City 

/•ir.  Holbrook  and  the  Cairo/ and  Canal  Company,  attracted  much  more  at- 
tention than  either  of  the  other  two  plans.  In  1849,  as  already  men- 
tioned, the  legislature  renewed  the  charter  of  the  Great  Western,  in- 

e 

eluding  a grant  to  the  company  of  whatever  lands  the  state  might  receiv 
from  the  federal  government.  Then,  in  December,  1849,  the  directors, 

under  pressure  from  Senator  Douglas,  executed  a release  of  both  the 

cru  ttljcf 

charter  and  the  grant,  provided. |\the  legislature 


THE  GREAT  WESTERN 
RAIDWAY  COMPANY 
(CAIRO  CITY  AND 
CANAD, COMPANY)  AT- 
TEMPT^ TO  SECURE 
THE  LAND  GRANT  IN 
S^ITE  CP  THE  RELEASE 


, . ■ accept  the  same  at  its  next  session  and  in- 

corporate another  company  to  carry  on  the  en- 
terprise.  The  charter  of  1849  was  evidently 


obtained  with  the  distinct  object  of  securing  the  federal  land  grant 0 
and  no  work  was  done  on  the  railroad  until  it  was  almost  certain  Con- 
gress wTould  pass  the  act.  Then,  construction  work  was  started  ^ and  it 

was  stated  that  large  quantities  of  rails  were  purchased  in  England.  At 

e 

the  same  time,  active  efforts  were  made  to  defeat  any  bill  repealing  th 


charter. 


It  is  uncertain  whether  this  company  intended  to  carry  on 


the  undertaking,  or,  as  Senator  Douglas  alleged,  merely  sell  the  char- 
ter  in  Europe.  At  any  rate,  the  opposition  to  the  Great  Fes tern,  es- 


cc 

pecially  in  the  southern  part  of  the  state,  was  bitter  and  deep seated. 


S 


(c>C~ 

"V- 

Editorial  in  Illinois 

Weekly  Journal,  January 

January  fcgaa. 

a 

Jag  e s - % 4 , 2 5 s u nr  a . 

3-. 
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Continued  on  page  35]. 
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j.he  last  plan  > as  to  burn ^the  grant  ©ver^>^,o  a private  corporation, 
other  than  the  Cairo  City  and  Canal  Company, funder  proper  restrictions. 
The  memorial  of  the  Boston  capitalists, who  later  built  the  road,  was 
the  fit st  oirect  proposition  of  the  kind,  but  it  is  probable  that  the 

(X  /^VVh-ICa  V 

memorialists  had/\sug  ested  ' to  the  leading  legislators  of  the  state  -a 


suggested  THAT 
ROAft  BE  BUILT 
BY  HR, IV ATE  COM- 
PANY OTHER  THAN 
THE  GHE AT ' FES TERN 


plan  along  the  lines  of  their  luemorial.  In  all 
probability,  other  capitalists  were  also  deeply 
interested  in  the  railroad.  However,  there  was  no 


definite  project  of  the  kind  before  the  people  during  November  and  De- 
c ember,  1850. 

More  troublesome  than  the  method  of  construction,  though  of  less 
real  importance,  was  the  matter  of  route.  When  Lietenant-Governor  Jen- 
kins made  his  proposal  in  1832  it  was  for  a railroad  from  Cairo  to  ^eru 
at  the  junction  of  the  canal  and  the  Illinois  river. In  the  Internal 


DIFFICULTY  OF 
SELECTING  the 
ROUTE) 


Improvement  act  Galena  was  made  the  northern  terminus 

* > 

and  the  route  was  more  distinctly  marked.',  ' including 

Vandalia,  Shelbyville,  Decatur,  Bloomington, and  Savannah.  This  line 

in 

was  retained  in  the  charters  of  1843  and  1849,  and/the  various  bills 
introduced  into  the  federal  Senate  by  Sidney  Breese.  But  Judge  Doug- 
las, in  his  bills  of  1847  and  1849,  radically  altered  the  route  by 
extending  the  road  to  Dunleith  and  making  a branch  to  Chicago.  As  a 
result,  the  whole  question  of  route  w as  reopened ^and  every  city  and 
county  of  importance  in  the  central  part  of  the  state  asserted  its 


& ‘^(Continued,  from  page  34)  This  opposition  to  the  Holbrook  companies 
is  evident  in  the  newspaper  discussion  of  the  time.  Compare)  cor- 
respondence betv^een-- Doug  las  and  Breese  given  in  appendix,-  op.  r 32  ff 

None  ,is  given  in  any  of  the  important  state  papers  and  if  any  pro- 
ject were  before  the  people  it  would  be  given  in  the  newspapers. 


2 - * 


12* supra. 

\ I*  ^ Jpr'-  ^ ' 

U page  13 ♦supra. 

-4-^- — — cor-pes-utoride nc e he- Ween  Breese  and  Doug, las.  Appendix  pp. 23'  ff . 
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claims.  The  contests  over  the  Chicago  and  Dunleith  branches  vere  es- 
pecially strenuous yand  the  continued ' discussion  resulted  in  greater 
confusion.  The  decision  was  necessarily  left  to  the  legislature  and  by 
them  transl erred  to  the  company.'^ 

Congress  passed  the  land  grant  act  in  September,  1850,  and  the 
legislature  was  elected  the  following  November.  On  account  of  the  re- 
lease of  the  Great  Western  charter  it  was  .necessary  to  settle  the  mat- 
ter at  the  first  session  of  the  General  Assembly, and, consequently,  the 
selection  of  proper  representatives  and  senators  was  of  vital  import- 
ance. As  soon  as  it  became  evident  that  the  federal  House  of  Repre- 
™ sentat,ives  'A'ould  act  favorably  on  Senator  Doug- 

™ 188 ' bill’the  advocate8  °f  state  construction  and 

GREAT  WESTERN  the  friends  and  opponents  of  the  Cairo  City  and 

Canal  Company  commenced  an  active  campaign  to  secure  a majority  of  the 
members  of  the  legislature.  Other  state  issues  were  consigned  to  the 
background  and  the  question  of  the  land  grant  and  the  acceptance  e-f  by 
Great  Western  Release  were  the  important  factors  in  the  election  of 
members  to  the  16th  i General  Assembly.  The  newspapers  of  the  state  had 
numerous  editorials  and  contributed  articles  defending  or  opposing  the 

respective  plans,  or  evlse  emphasising  the  importance  of  one  route  over 

T.  . cCf 

ancuher . mass  meetings  and  conventions  were  held  various  points 

along  the  line  of  the  proposed  railroad, and  the  excitement  often  was 


V6 


Illinois  .Weekly  Journal,  January  22 , 1851;  also  numerous  articles 
ln  Qliicag^uaily  Democrat,  Illinois  Weekly  Journal,  Illinois  Daily 
and  Weekly  Register  during  October,  November,  and  December,  1850,’ 
and  January,  1851;  » «c espondenoe  -between  Rreese  and  Douglas 

i^--Appcndi?rr  BSgff . 
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at,  fever  heat.  By  November  the  controversy  had  become  bitter  and  per- 
sonal. Individual  motives  were  impugned;  the  character  of  some  of  the 
leading  newspaper  editors,  of  Mr.  Holbrook,  Senator  Douglas,  Judge 
Breese^and  others,  was  maligned;  and  charges  of  bribery  and  fraud  were 
frequent.  By  the  time  the  legislature  convened  in  January -the  whole 
discussion  had  degenerated  into  a typical  Illinois  political  fight.  On 
the  whole,  the  opponents  of  both  state  ownership  and/ithe  Holbrook  com- 
pany had  much  the  better  of  the  argument.  Only  a few  newspapers,  such 
as  the  Benton  Standard  and  the  rairo  Times,  and  a few  politicians,  the 
most  prominent  of  them  being  Sidney  Breese,  openly  defended  the  Cairo 
< ity  and  Canal  Company^  or  its  subsidiary  company,  the  Great  Western. 
However,  the  Great  Western  was  already  in  possession  of  the  desired 
charter  and, conditionally,  of  the  land  grant.  Thus,  inaction  on  the 
part  of  the  legislature  meant  success  for  the  Holbrook  party, and  the 
Cairo  City  and  Canal  Company  exerted  every  effort  to  block  legislation 
and  prevent  the  incorporation  of  a rival  company.  On  account  of  the 
many  minor  fights  it  was  not  at  such  a disadvantage  asf\  indicated  by 


Most  of  the  plans  had  been  thoroughly  discussed  during  the  cam- 
paign .and ^ Then  the  legislature  met  the  first  day  of  January,  1851,  its 
members  were  well  acquainted  with  the  main  points  at  issue.  In  the  or- 
ganisation of  the  House  the  Holbrook  faction  secured  a temporary  ad- 


betwee'n  the  two  factions: --Illinois  Daily  Register,  October  30, 
1850;  Illinois  Weekly  Journal,  January  22,  29,  1851;  Illinois 
Daily  Register, "November  8,  1850;  December  12,  1850; ibid.,  Octob 
17,  1850;  Tbid. . October  10,  1850;  ibid.,  October  9,  1850;  Illi- 
nois Weekly  Journal,  November  13,  1850;  ibid.,  November  6,  1850; 
Ibid. , October  30,  1850;  ibid.  , October  16,  1850;  Chicago 
rMad-  Tribune,  October  22,  1851;  Illinois  Weekly  journal,  January 
22,  1851;  Illinois  Daily  Register,  October  23,  1850aibid-,  Novemt 
20,  1850y . < 


newspaper  editorials.  ^ 


The  following  are  the  most  important  references  to  the  conflict 
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vantage  by  the  election  of  Judge  Breese  as  speaker sand  during  the 
iirst  two  weeks  oi  the  session  they  were  strong  enough  to  prevent  radi- 
cal action.  Bills  were  presented  in  both  houses  repealing  the  charter 


of  the  Great  Western,  but  both  were  strongly  opposed.  The  senate  pas- 

sea  a bill  in- regarded  the  Illinois  Central,  which 


TILE,  T ,E(f IS LATTJRE 
WAILED  TO  RE- 
peat\  CHARTER  OP 
GREAT  TIBS  TERN  IN 
FIRST]  WEEKS  OF 
THE  SESSION 


did  not  accept  uhe  release  of  the  Holbrook  company; 
the  ^ouse  passed  a bill  accepting  the  release  and 
refused  to  adopt  the  senate  measure.  A large  ma- 


jority of  the  members  of  each  body  favored  the  repeal  of  the  Great 


Western  charter,  but..s-&-  far  in  the  session  the  Holbrook  proposition  was 
the— emly-reas-ertable  measTrre'  before  the' legislature  and  many  preferred 
to  retain  the  fairo  company  rather  than  to  be  entirely  without  a means 
of  building  the  road. 


At  this  stage  of  the  contest  affairs  were  entirely  altered  by  a 
businesslike  memorial  presented  by  Mr.  Robert  Rantoul  of  Massachusetts, 
acting  in  the  interest  of  a group  of  wealthy  New  York  and  Boston  capi- 
talists. In  brief .the  plan  of  the  memorialists  was  as  follows. 

t • , J,  gyiL  H q,  *> 

•ir  Illinois  .Daily  Register,  January  15,  1851;  also  Journal  of-  Hou^e 
_ and  oena^e,  January  1 1 5 , 1851. 

^ /f WAs  the  leading  advocate  of  the  "Central"  Senator  Douglas  had  en- 
f cp»h deavored  to  secure  an  early  acceptance  of  the  release  and  con- 
r<r>  tinually  urged  such  action  from  the  time  he  received  the  final 

i release  of  the  Great  Western.  Even  as  early  as  October,  18-10,  he 

/"  t J had  attempted  to  obtain  action  by  the  legislature,  but  without 
success  (Illinois  Bail;/  Journal,  October  31#4,  1849)#  The  matter 
was  brought  up  at  the  special  session  and  Representative  Denny  in- 
troduced a resolution  "that  the  committee  on  internal  improvements 
be  instructed  to  in  uire  into  the  expediency  of  so  altering  and 
amending  or  repealing  the  charter  of  the  Great  Western  Railway  as 
in  their  judgment  will  be  best  calculated  to  promote  the  interests 
of  the  state ...."( Illinois  Daily  Journal,  October  31&t,  1849).  The 
discussion  was  at  times  very  heated,  but  the  policy  of  inaction 
finally  prevailed,  it  being  thought  that  the  matter  could  rest  un- 
til the  regular  session  of  1851.  ('Illinois  Daily  Journal,  October 
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'i’he  legislature  should  create  a corporation  and  surrender  to  it  the 
federal  land  grant.  In  return  the  incorporators  agreed  to  build  a rail- 
road "equal  in  all  respects  to  the  railroad,  running  between  Boston  and 
Albany ^with  such  improvements  thereon  as  experience  has  shown  to  be  de- 
sirable and  e> pedient;  to  complete  the  road  by  July  4,  1854*.  and  to  pay 
MEMORIAL  PRESENTED  the  state ^per  cent  of  the  gross  receipts  in 


BY  NEW  YORK'  AND 


BOSTON11', CAPITALISTS  return  for  the  land The  memorialists  w 

of  considerable  capital  and  jmd  had  experience  with  railroad  promotion 
in  other  parts  of  the  country.  On  the  whole , they  .made  a much  more  fa- 
vorable offer  than  could  have  been  expected.  The  Governor  recommended 
the  acceptance  of  their  proposition  in  a special  message, and  most  of 
the  members  of  the  legislature  and  friends  of  the  Illinois  Central  be- 

CU 

lieved  that  this  memorial  was  first  class  opportunity  for  the  state. 
This  is  illustrated  by  the  following  quotation.,  from  the  Illinois  Weekly 

i 

Journal m "We  agree  with  the  legislature  that  "^this  company  are  seeking 
no  advantages  ^and  that  their  object  is  to  build  the  road  ithout  loss 


ere  men 


3 -o 

to  themselves  and.  with  advantage  to  the  stated" 

Coincident  with  the  transmission  of  this  memorial  Mr.  Ashael  Grid- 


ley  introduced  in  the  senate  a bill  "for  an  act  to  incorporate  the  II- 

73 

linois  Central  Railroad. On  February  5th  Mr.  J.L.D.  Morrison  cffer- 
red  a substitute  for  the  original  bill  hand  on  the  next  day  it  oassed 


Of . copy  of  memorial  given  onppsigpo  C5$ff.  of  the  A.ppenoix.  s 
Illinois  Weekly  Journal.  January  22im,  *1.851. 

Ackerman,  Early  .11  line  is  Railroads,  pa@p  39. 

Ibid. 

In  the  original  memorial  the  amount  paid  to  the  state  was  left 
vacant.  It  was  proposed  in  the  House  that  ten  per  cent  be  given, 
but  the  company,  through  the  efforts  of  Robert  Rantoul  and  Repre- 
sentative Bissel,  managed  to  reduce  the  to  seven  per 

cent.  The  real  reasons  for  the  action  of  the  legislature  in  this 
matter  are  not  known  and  in  his  campaign  for  election  as  governor 
Colonel  Bissel  was  accused  of  having  obtained  the  reduction  to  the 
disadvantage  of  the  state. 
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A 7*  'C 

by  pcverncT  French. 


The  passage  of  the  charter  through  both  houses  was  net  as  easy  as 
the  vote^ indicate^ . Shortly  after  the  receipt  of  the  memorial  the 


whole  matter  was  referred  to  a committee — the  members,  in  connection 
with  Sir.  Rantoul  and  Colonel  Bissel,  -tfa^  "representatives  of  the  uro- 
meters, spent  considerable  time  in  preparing  the  measure.  As  the  dura- 

PAS'SAGE'  OF  CHARTER  tion  of  the  session  was  limited  to  forty  days,  the 
WOT  AS  EASY  AS  IN- 
DICATED BY  VOTES  Holbrook  interests  made  every  effort  to  delay  the 

bill ^and  during  the  last  week  of  January  and  the  first  of  February  it 

looked  as  if  their  efforts  would  meet  with  success.  At  last,  as  no-t  l 

t-toe-d  above,  the  bill  was  passed  by  both  houses  only  a few  days  before 

the  close  of  the  session.  The  main  difficulty  came  in  the  selection  of 

a route.and  the  legislature  was  finally  forced  to  leave  the  exact  lo- 

y ?* 

cation  of  the  road  to  the  incorporators.4  The  other  point  of  conflict 
was  the  percentage  to  be  raid  the  state.  This  was  finally  fixed  at 
seven  per  cent  of  the  gross  receipts,  but|,  at  the  ^aiiss  -ti-sae^  the  com- 
pany  was  -freed  from  paying  any  state  or  local  taxes. L 

As  passed,  the  bill  incorporated  the  Illinois  Central  Railroad 
company,  with  a perpetual  charter,  gave  it  the  remains  ol  the  old  state 
surveys  and  grad.ings,  gave  it  the  federal  land  grant  and  right  of  way. 

and  exempted  its  property  from  taxation.  In  return,  the  railroad  was 

obliged  to  complete  the  main  line  in  four  years,  and  uhe  branches  in 

six,  to  build  the  road  "equal  in  all  respects  to  the  Great  Western  01 

Massachusetts",  to  hold  the  state  free  from  any  responsibility  connec- 
ted with  uhe  grant  .and  to  pay  the  state  severer  cent  of  the  gross 
earnings . 


^ 'g  Ibid . 

'r7S5  Ibid.  \ > , 

1*4  ibid. , sa6-«p  February  5,  1851.  -5  cf . p»g-©  oivn»»e. 

■6 The  text --of —the  charter  is  given  on  nape  26 — nnend ix . 


Illinois  Weekly  Journal,  February  12,  1851 
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Chartering  cf  a private  corporation  with  liberal  towers  and 
t*»-  granting  to  it  of  nearly  three  million  acres  of  public  lane  was 
-rely  a preliminary  step  in  the  building  of  the  Illinois  Central  m 

1861  railr°a*  °0a8trU0tl0n  WaS  ln  lts  infancy.  The  largest  system  at 
that  time,  the  New  Tor,  and  Erie,  was  only  three  hundred  miles  long,  an 

dhe  construction  of  a first  class  trunk  line  some  seven  hundred  miles 

" length  fchr°U6h  ^ th±nly  ^tled  Verier  counties  of  a western 

State  involved  engineering  and  administrative  difficulties  entirely  „e 

to  the  promoter  of  the  en-niir  -p-; ■ 

- * -ties.  Never  before  in  this  country  hat 

such  an  enormous  amount  of  f-ar,ital  , 

01  0apltal  been  upended  on  a single  private 
undertaking ^and  what  the  bun  dine  of*  thp  pa  ^ - 

Canadian  Northern  or  ^anama 

Canal  a*®  to-day,  the/Illinois  Central  was  in  the  „ - 

['-al  was  lri  the  decaae  preceding  the 

civil  War. 

tne  flrSt  thiS  to  buiid  a railroad  through  the 

center  of  the  state  was  supported  by  some  of  the  ablest  railroad  m^ 

nates  the  timef  men  who  had  had  abundant  experience  in  other  linens 

,rreSS  actlvity  ana  ‘"ho^t.  the  same  time,.  had  the  financial 
supeost  necessary  to  push  the  enterprise  to  a successful  culmination 

t is  doubtful  Whether  twelve  men  could  have  been  selected  who,  at  the 

76’  P0SSeSSed  thS  COnfiden°e  °r  the  —try  to  a greater  extent  than 
mo  Robert  Schuyler,  Gouverneur  Norris,  Robert  Panto- 1.  and  the 


members  of  the  first  hoard  of  direct,,.. 
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In  general  the  promoters  represented  th^lass.  af  successful 
merchants  who  constituted  the  moneyed  class  of  the  Period;  a class 

V',ftOSe  actlvlties  extended  into  politics  and  government,  as 
PROMO^.i  P.s,  "’ell  as  into  strictly  commercial  enterprises.  Oftne  en- 
tire board  Robert  Schuyler  and  Robert  Pantoul  were  probably  the  best 
known  ana  most  respected ^ 

-obert  Pantoul , Jr.,  the  man  most  influential  in  securing  the  pas- 
sage of  the  charter  by  the  Illinois  r,eglslature,  was  a leading  la,>lyer 

of  Massachusetts.  He  had  held  several  high  elective  and  appointive 
Offices  under  both  the  federal  and  state  governments  and,  in  18.4  on 

the  oeath  of  Daniel  Webster,  he  represented  his  state  in  the 
federal  senate  during  the  remainder  of  the  term.  Luring  the 
administration  of  President  Filmore  he  was  strongly  advocated  as  suc- 
cessor to  Secretary  of  the  Treasury  Walker,  but  did  not  receive  the 
nomination  and  died  shortly  afterwards.  The  charter  of  1861  is  very 
largely  his  work, and  during  the  organisation  of  the  company  he  was  in- 
fluential in  shaping  its  financial  policy.  The  present  city  of  Pantoul 
about  one  hundred  miles  south  of  Chicago,  is  named  after  him> 

Second  in  importance  to  Pantoul,  was  the  first  Resident,  Robert 
- hUJler-  -jUrinm-  the  first  years  of  the  company's  existence  he  seems 

to  have  been  the  leading  director  of  its  work  and  was  the 
d*w/most  active  in  organizing  the  corporation.  -In-fact,  he 
t to  day  i.olIo  be  called  a promoter.  One  company  after  another, 
the  Mew  York  and  New  Haven,  Alton  ana  Sangamon,  Great  Western,  Poston 
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the  ear  1 v ^hi s torv^of °the npl i*'  varlous  Persons  con'  acted  with 

to  Hr.  Ackermian'sfa^unt  iS  referred 

Oi  the  Illinois  .Central  wailro2d  eafefclrie.  historical  Sketch 
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an<<  Albany'  anCt  Illinpis  Central,  all  came  under  his  direction  or  con- 
tool^and  in  general  they  were  well  managed.  Up  to  1853  his  record  was 
entirely  above  suspicion,  but  in  that  year  he  became  involved  in  some 
. tremely  guestiona^  proceedings  in  connection  with  the  New  York  and 
New  Haven  Railroad  by  which  he  fraudulently  issued  over  a million  of 

stock  to  himself  and  friends^  although  itjias  been  said  he  was  more 
s-tnned-  against  than  sinnef:.^'^' 
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the  Illinois  Central , Railroad,  pages  21  ff  ketch  of 

bionaryfe^d^stAe^?  Zhl°i  ’°f >ouYe™e-  "orris  of  Pevolu- 

TtAhis:  c He 

and  New  HavenX funds 

Alsop  werflSf ?;re?gna;e^h^nS%f tr%¥‘  t,Udlow  and  J°seph 
being  engaged  in' the  veil  wofiSSt  rLt t of  then, 

They  were  notably  successful  in  tkeir  specia^linf  nrhlna • trade- 

Cs“tWn  rife  re/eS^y^  ^oc^ToL^ 
?L“^XtStroiC“rCHaAtsJ;  ■ ?f  the^L^nrctffir6 

s.'^r^js  jssj*. 

period  lust  prcedtn,  frt  leaainB  southern  merchants  of  the 

Sion  fir^of  Rif'S  atd  Si nS^  Grinnel  WasV  meEber  of  tbe  commis- 
interest  in  Artie  e;“ltra??nn'  T 11s1ncteo;  Principally  for  his 
Boston,  being  one  B™**™  Haven  was  a banker  of 

dent  of  the  Ketchar^  -ank  o?  ?°r?  and  fcI*  ^fty  years  presi- 
the  first  boa^  ^dtr'Ws  "embers  of 

Ketchum  were  verv  ' illiaJz  d.  Aspmwal  and  Morris 

c ompp /iv  nihfi  " se~y  ccnnectea  with  the  formation  of  the 

ested  in  forei&n  coi  mprcp  ^ f a y OJ  the  ct'ner  promoters,  inter - 
The  latter  was  a member*  of-  thp  ^.aciuirea  considerable  wealth. 

ana  Bement,  “o^^e^oK^ers^/L????^’  -Eo*ers 

“ "It  tne'ttmf  vf  lawytr^H^IS'  •~P“y 

York  and  New  Haven?  ^nS? 

sS  wt?e^^tcStedU:?trt^  ^ raiiroad;  ^Aspihwalfand^Al-. 

the  incorporators  of  fL  afQ  Mississippi;  while  several  of 

siSS  of  Illinois  v'ere  on 
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Although  not  one  of  the  original  directors  Mr  William  H.  Osborn^ 
soon  became  interested  in  the  Illinois  r entral  and  from  the  retirement 
of  President  Schuyler  in  1853  to  the  acquisition  of  the  Southern  Lines 
^ in  1882  he  was  the  dominant  figure  in  the  history  of  the 

OS  VQiuljj' 

^o  hit 'any . A man  oi  great  ability  and  strong-  personality, 
v'ith  a broao  grasp  of  affairs,  he  won  the  absolute  support  of  stock- 
holoers,  employees  and  shippers^and  for  over  twenty  years  English  and 
uutch  shareholders  gave  him  their  unequal  if  ied  proxies,  carrying  -ith 
them  the  complete  mana^e-maat  of  the  Illinois  Central.  So  well  did  he 
execute  this  trust  that  even  during  the  periods  of  deepest  depression 
dhe,v  did  not  ccnaernn  his  management  cf  the  road.  / It  may  be  saio  iohout 
contradiction,  that  / .phe  company  oves  more  to  Hr . Osborn^  than  to  any 

t/ 


other  person  connected  with  it.'4 
The  remaining  o.ire< 


It-*  y 


prominent  business  men,^dia  not 


exert  su-aominant  influence  upon  the  management  of  the  property,  -e-ueh  as  • b 


4^  mantoul,  Schuyler,  and  Osbornp,  .ano  with  one  or  two 

< • f - 


ever,  as  has  been 


exceptions,  they  are  Practically  unknown  to-day .'^j^How 

DIRmC-  the  case  with  most  of  their  successors  in  the  oirec- 
TOES\  ISIRORTAITT 

EAPT^Y^HIaTORv  borate,  they  took  an  active  interest  in  the  affairs 
OF  THE^.  COMPANY  of  the  corporation „and  much  of  the  financial  success 
oi  the  railroad  is  due  to  their  hard  and  consistent  work  in  directing- 
the  construction  oi  the  road  and  watching  over  the  financial  operations. 


■J5  | 

Ackerman,  Historical  Sketch  of  the  Illinois  Central"*  _ 

'S  Ibid;,  pp.  21  ff.  .mp,  - 

Credit  for  the  success  of  the  company  should  also  be  given  to  the 
English  and  Dutch  stockholders.  Up  to  comparatively  recent  date 
the  Illinois  Central  was  owned  largely  by  foreign  stockholders  and 
these  shareholders  have  la  always  kept  a close  watch  on  the  af- 
fairs of  the  company.  At  times  there  has  been  friction  between 
the  stockholders  and.  the  management  in  this  country,  but  on  the 
whole , much  of  the  success  of  the  railroad  is  cue  to  the  active 
cooperation  of  the  English  investors.  This  was  especially  true  ^ 
the  early  history  of  the  company. 
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A^the  London  Times  conservatively  puts  it,  "As  regards  the  directors"1 
in  the  United  states ....  there  is  enough  in  the  commercial  posi  tion  of 
the  parties  to  execute  full  confidence  that  the  undertaking  is  believed 
to  be  mstrinsicall'y  sound."1  Fortunately,  sound  business  sense  and 
high  commercial  ability  'were  supplemented  by  long  ana  valuable  exper- 
ience in  other  railroad  activities.  Most  of  the  members  of  the  board 
had  been  connected  with  other  railroad  enterprises  and  several,  in- 
cluding Schuyler,  Osborn*  and  Ketchum,  had  been  interested  in  the  pro- 
, motion  and  operation  of  several  large  undertakings.1 

Vntn  such  a strong  group  of  promoters,  the  active  work  of  organi- 
sation followed  closely  upon  the  chartering  of  the  company.  It  is  very 
probable  tnat  a preliminary  organization  had  been  created  some  months 

before  the  charter  was  actually  secured.  According  to  the  provisions 

„ -p  ii-vA  ISA 1-  Zt  I 

1 r“  lr\  ■ f aI  — _ _ _ 


of  ^^ecument.  the  promoters  were  allowed  sixty 
days  to  accept  the— ehar-her-  and  immediately  upon  re- 


iTEillTH 


OP  J-IARC  , 1651  ceipt  of  the  act  steps  were  madS7  to  complete  the 
regular  organization.  However,  Governor  French  was  ex-officio  a direc- 
tor, and  as  there  were  many  matters  of  interest  to  the  state,  action  was 
deferred  until  his  arrival M Finally,  on  the  JferSi,  1851,  the 

incorporators  met  in  a_  iittle  dimly  lighted  room  at  rft»*er_ona,/ Hano- 
ver Street,  New  Torty  _ buoy- -thoroughfares,  and  there 

and-tlien.  formally  organized  the  Illinois  Central  Failroad  Company  by 
accepting  the  legislative  act  of  February  10th,  taking  provision  for 

the  various  requirements  of  the  charter ^Ind  electing  Robert  Schuyler 
"president,. 


**  ‘’“S:  ^ antral  Railed,  no. 

1 Ioi?  * 11  Chicago  Daily  Democrat,  March  10 -he  30,  1851. 
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that  ana  the  lollovin;-  meetings  is  a— &ecrot,  hid  — 


^U> 


den  away  in  the  orivate  ■airh-ive-s-  of  tne  railroad  company,  bbt  from 

nei.spaper  reports,  it  seems  active  work  was  net  long  delayed.  One  mil 

CL  t-CCa 


the  federal  government  in  regard  to  the  land  grant;  and,  a definite 


ihe  charter  provided  that  work  should  commence  on  the  main  line 

■f* 

not  later  than  January 185?,  and,  as  the  entire  1-ocation  of  the 

c 4 ^ 

road  hao  do  be  completed  long  before  that  date,  there  was  no  time  for 
delay*  On  inarch  *.•  2nd , or  only  three  days  after  the  organization  of 


General  Super intenaent  of  the  New  York  and  New  Haven 

Railroad,  better  known  on  account  of  his  career  as  mayaor  of  hi  cap  o, 

was  appointed  Engineer-in-Chief  ana  given  entire  charge  of  construction 
. * * 

work  in  liliiiois.  At  that  time  there  were  few  men  who  had  had  either 
a practical  or  theoretical  training  in  rail;  ay  civil  engineering  ,p,nd 
the  selection  of  an  eii icient  engineering  staff  was  by  no  means  an  easy 
undertaking.  But  good  pay,  the  importance  of  the  new  railroad  ,,ano  the 
high  reputation  of  Colonel  Mason  overcame  the  diff icul tv^anci  by  the 
middle  oi  May,  a staff  of  about  seventy  engine,  rs  had  be  n collected 

to 

ana  were  on  their  way  to  Chicago. 

% 

■k  r~  di  • g.'iaptSr  v_i w*- -tfcjl 


the  company,  Mr.  Roswell  . Mason,  the  Engineer  ano 


Ibid  . 
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The  party  arrived  in  Illinois  on  the  17th  of  May 5 and  ohe  , ork  of 
preliminary  survey  was  immediately  spar ted . Only  five  specific  points 
were  given  in  the  charter,  viz.  Galena,  Chicago,  Cairo,  southern  termi- 
nus  or  the  Illinois /Michigan  canal. and  Dubuque,  and.$he  only  other  re- 

stnctions  upon  the  route  that  the  line  should 
pass  within  five  miles  of  the  northeast  corner  of 
Township  21,  range  2,,  east  of  the  third  principal  meri- 
dian, shoulo  not  vary  more  than  seventeen  miles  either  way  from  a 


^I^ELMINABY 
SU11VEYS  AND 

seleViton 

OP  THE ROUTE 


straight  line  from  ' airo  to  the  southern  terminus  of  the  canal:  and 

s 

that  the  Chicago branch  should  not  be  north  of  the  parallel  of  39  degree 

tly* 

ana  30  minutes.  Otherwise,  the  company  had  entire  latitude  in  locat- 


mg  the  route.  As  has  been  the  case  with  practically  every  new  rail- 
rcao,  ifL  this  country,  w&q  -fitter  rivalries  between  various  towns 

yi.  7 : t f r'«  a,. . - * m 

ao--foo  whi-efe- *hetr3**~<feaAse  the  new  railroad,  anoL_.i£li  -the  ’Antral »- -t-hes-e 
sectional  rivalries  had  been  fanned  into  a fierce  flame  by  fifteen 


^ ears  oi  agitation.  So  intense  was  this  competition  that  the  legisla- 
t'd! e coulo  not  decide  the  route  and  left  the  controversy  tc  the  rail- 
road. 

^todly  had  the  charter  been  granted  hen  rival  towns  commenced 
active  agitation  to  secure  the  much  coveteo  railroad.  ')  For  the  main 
line  fromCairo  to  La  Salle  there  had  been  but  a single  route  proposed 
since  1835,^the  present  line,  passing  through  Du  Q,ucin,  Van- 
dal ia,  Decatur^and  1 loomington,  with  the  exception  of  'helbv- 
The  es?aet  "southern  terminus"  of  the  canal  was  in 
dispute  between  La  Salle  and  Peru,  each  claiming  it  was  the  legal  ter- 
minus ano  consequently  the  end  of  the  railroad.  Prom  La  Salle  to  Ga- 
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Charter  of  February  10, 
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Cf.  Chapter  ii^ 


1851,  secpieialS,. 


V- 


I 


r'f.fl  I ; 1 


O crij  > - : J iteVL  add  n » >1  l -I  1 *:.©•  Mie  >••..•[  9^ 


' 

" " 


. n€  . 


' ■ 


£UQl'  er' ' Z 'Id  d J *r.  ■ 9diJ01  ©rfd  troc  J -^xoidoiioa 


6 • ■ ■ ■ >■  ■ i '■  • 


■ : JJ” 


■'  : ‘ " - • 


TO 


3 ffoi' ' • 5 • - ,t  rs-  ''  :.  '0?V;nrVf)S  H-Slid  10.  VI SV  d Oil  uliXOXia  ;IISX  ' ' 

,•  ' a-  • • . v‘,d  rr.ev.dion  o/id  ad  oixxv  oi't  ©nil  drl^-t^ida 


P 

, >r  r.'.oiusoxfoajsoirii'1  ©rid 

1 


~ • • •(  ■••'i'  K.  > id  f T : v'i  X fc  - - • 9rf«'  J '©  V 


. -vi  .oi  Oi-icr  • ; • i 


i * ■ 1 ' 

" } J'  oa  <,  iifi-.-i  _ -i  ,r  ■ »« 


iriied-  x'  ‘ el  • s o dnx  bonctu":  ft  ©©o'  • -i,  sax-  .'.Lev r.'i>'isivj  »:do93 


; . ■ • ■ ■ • ' : 


• ■ I .on,s  ■ 1 1 )©«.•  jo 


. .*• . 


■ r - 1 '■  ' ' ' ■ ‘ • A • 


.6480'  « ■ ■>  ' 

!,<i:0?OT'  'OJ..  V r:  r r?  r ••  J3  dX  f f XX  t”  !'.<r  XV-’ft  91  ©fid"  © ■ B .6  ' Od  OO-J-iS  ‘/HOI  J 

,ixox/‘x  - IV  lift'd  ■.ux.;.8S£q-  . .it'  Jo-eeai'-T  ©.w4  -;3o3*f  • ©onxa 


JAVpf. 


. ..  ...  >o 

, 

— -"o»t  I,'  (C  : rr  d »?  ’ >ni.  • lo  a •/ 


..  ■;<)  Ov,  r ,',d  ,.oiT  . JJ30lIXX>’.‘;  91U'j  -O  ©ftd 


. ■.  • •:  t .•  Lv-'.  r,:'  . ' 

. oxd  I 

i • j3i  .T-» 


25  >-  . e % 


48 


I r-M.  K***^~«J  "-/  «f ' «* 

lena  there  - ere  two  ilfeirbie  routes,  -vW  ^^h^^Rre^portjgy  Savannah.  / /-? 

^As  to  the  branch  there  was  every  possible  route  from  a line  parallel 
with  the  canal,  Joining  the  main  line  at  La  Salle  (now  occupied  by  the 
Chicago.,  .Rock  Island  and  Pacific  Railroad),  to  one  just  west  of  the 
state  line,  making  connection  with  the  main  stem  near  Jonesboro  ( a 
line  just  west  of  the  present  Chicago  and  Eastern  Illinois  Railroad 

The  matter  of  a proper  route  was  the  cause  of  much  perplexity  to 
colonel  Eason.  The  new  railroad  coula  not  afford  to  arouse  the  active 
hostility  of  anys  ection  of  the  state,  and  yet,  the  line  must  be  loca- 
^teci  where  it  would  be  of  the  most  benefit  to  the  company .J  For  the  pur- 
pose of  surveying  the  various  routes  Colonel  Mason  divided  the  terri- 
tory into  seven  general  division^  each  with  the  usual  sur- 
veying party,  and  within  a few  days  after  the  engineers  had 

/£,  '’SC  K 

reached  Chicago  the  surveys  were  actually  commenced.**  it 
was  spring  m Illinois  and  to  the  usual  disadvantages  of  reconnoisanee 
°rk  cn  the  frontier  added  the  inconveniences  of  Illinois  mud  and 
rain*  lP*  l,,Iasonj  himself ,|  took  an  active  part  in  the  work  and  soent 
all  the  time  he  could  spare  from  affairs  at  Chicago,  in  going  over  the 
various,  routes  to  obtain  first  hand  information.^  to  the  of  ike 

land.  Thus,  by  the^ middle  cf  summer  he  was  in  a positicn  to  make  a 
decision  as  to  the  route.®^ 


He 


■ SURVEYS 
,0F  W, 

LEVAL 
ROUTES 


1 w,  neWS^aEe^t  Cf  this  peri0Q'-‘  especially  those  a^XChicago  and 
r ^,ifr,..arEduli  of  this  rivalry  between  the  various  towns  1 
. ^ ^Ackerman,  .^arly  Illinois  Railroads.  82 

S ygdlCbid.  ~ — ^ 

* hi  ®n  interest!^  description  of  the  difficulties  connected  with 

the  construction  of/i thelreader  is  referred  to  Mr.  Ackerman's  ao- 

count^e«--^a§«~^j£^  Early  Illinois  Railway  . 
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” Vui  i w~  \J  '.f-lt-u-v  'v  ™ ^ '(?■  £av  ut-£^V  ,,/* 


In  oeciairi;  the  route  (he  . us  compelled  to  tore  into  eohsi sere  tlon 
I-our  items,  too  of  whic\  lay  entirely  outside  the  field  qf 

engineering.  (1)  As  the  company  could  not  take  land  more  than  fifteen 
miles  from  the  tracks  it  fas  not  desirable  to  run  the  line  through 


thickly  settled  regions  where  much  of  the  land  granted  the  company  by 


the  federal  government  had  already  bee,  ^occupied . (p,)  The  road 


W I 


be  so  located  as  to  build  up  the  largest  and  most  profitable  traffic 
possible.  (3)  Wherever  practicable  there  should  be  a minimum  cost  of 
&!^ER-  operation,  and  all  grade's,  curves,’  sections  involving 

heavy  maintenance  work,  eto_  should  be  (4) 

1-tt.  -01  .i,  Finally,  the  cost  of  construction  irtnsrfc  be  confined  to  the 
lowest  amount  consistent  with  safety  and  good  operating  efficiency;  ex- 
pensive rights  of  way,  heavy  masonry  work,  long  bridges,  extensive 
gradings^ and  other  costly  work  were  decidedly  undesirable. 

- Purt'her',:0re,  the  T,hole  problem  was  complicated  by  local  rivalries. 

Local  committees  were  appointed  to  bring  pressure  cn  the  officials-  of  A 
xers  of  iree  right  of  way  and  liberal  city  franchises  were  made,  and 
even  railroad  bridges  and  short  sections  of  track  promised,  if  only  the 

51  Shelby-  •*,. 


PE^AEEF  Eai Iroaa  ' oulo  builo  through  particular  districts. 

ci&i£3  Vine  was  insistent  upon  the  advantages  of  that  place  as  a 

point  on  the  main*  line,  as  also  the  junction  of  the  Chfc  ago b ranch, 
wnne  the  controversies  between  Feryfend  La  Salle,  and  Savannah  and 
Freeport  became  extremely  bitter.  Each  of  these  places  took  active 
measures  to  secure  the  railroad  and  even  went  so  far  as  to  institute 
gal  proceedings  to  icrce  the  company  to  choose  the  particular  loca- 


X 
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*&*  -lev^ille  Advocate,  February  to  September,  1851. 
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tion  desired  by  the  ] itigant  in  the  midst  of  this  "down  state"  con- 
troversy the  territory  around  Chicago  was  aroused  by  a rumor  that  the 
"Central"  was  intending  to  pass  by  that  city  and  run  its  line  from  a 
junction  with  the  Michigan  Central  at  the  state  line  near  what  is  now 
Hammond,  directly  southward  along  the  state  border  to  Jonesboro.^  tut 
tnreats,  bribes^  and  litigation  alike  had  little  influence  upon  the  man- 
agement^ and  lt'  Proceeded  to  lay  out  the  route  without  heeding  the  de- 
mands or  threats  of  the  various  rival  towns  along  the  proposed  right  of 
way. 

rp,  Cl 

Ihus,  the  company  s elected  the  route  entirely  upon  its  economic  4 
merits  and,  v\ith  slight  exceptions,  the  line  chosen  was  the  most  direct 
and  shortest  of  the  possible  routes.  Prom  Cairo  to  Freeport  the  rail- 
roao  was  as  straight  as  practicable,  only  slight  variations  being  made 
Coil  1,0  include  the  imP°rtant  towns  of  Vandal ia,  Decatur, 
OMIC  A'DVAlYTA-  looming  ten,  La  Salle^and  Mendota,  and  there  is  one 

stretch  of  tra.ck  south  of  La  Salle  which  extends  sixty 
miles  without  a curve.  The  Chicago  branch  from  the  junction  with  the 
mam  line  at  central  ia,  was  also  almost  straight,  and  for  the  entire 
distance  of  two  hundred  and  fifty  miles  only  three  curves,  and  those  of 
large  radius,  were  necessary.  In  selecting  the r oute  from  Dixon  to 
Galena,  the  preference  was  given  to  Freeport  instead  of  Savannah;  and 
the  present  line  of . the  Chicago  branch  was  decided  upon  in  preference 
to  the  line  farther  east.  With  the  various  disputed  points  decided.,  the 

total  length,  according  to  colonel  Mason’s  first  report,  was  699 

. ^ 
mi 1 e s . a 


str  SZ,  1851;  fey  IF,  IS**. 

Bepoi  t c . President  chuy ler  to  Directors,  September  IS  18F1  in 
Scad!  re-atlna  t0  the  Organisation  of’ thebllifcis  Cental 
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The  questions  connected  with  the  route  having  been  settled,  the 
engineers  *ere  free  to  spend  their  entire  time  in  completing  the  sur- 
preparmg  the  pijliminary  estimates  urflbo  cost  of  construction. 
Vfcrk  progressed  rapidly^  by  September)  , 1661,  a prelim- 

inary report  covering  both  amount  and  cost  of  construction  work  was 

C^np  ton-"  SUbBlttec'  tne  President.^  According  to  the  charter 

POlAmro  THl.  tharoao  was  t0  be  tirst  class  in^very  respect,  equal 

PRES  DE^T  t0  0hfe  0reat  Western  Railway  of  Massachusetts,  and  the 

estimates  were  prepared  \i  this  basis,,  Heavy  T rails,  light  grades, 

easy  curves,  well  built  embankments  ana  fills,  ample  cuts,  and  brick  or 
Stone  buildings  were  to  be  provided,  and  everything  was  to  be  of  the 
highest  standard  consistent  with  the  light  traffic  oond'it^n^pre'vai?- 

We5tern  rallroa^  Although  built  the  level  prairies 

an  average  oi  thirty  thousand  cubic  yards  of  earth  was 
to  be  used  per  mile  on  embankments  and  fills>  Including  equipment  and 
an  construction  expenditures,  tte  total  cost  was  estimated  at 
*ie,637,m,  or  $83,700  per  mile>  Even  this  liberal  amount  ' 

lcieirt  ana  the  f inal  cost  exceeded  the  -preliminary  figures  by  some 
ten  millions  of  dollars/ 

The  surveys  were  hastened  as  much  as  possible,  but  the  final  re- 

suits  were  submitted  none  too 

tCO  S00n*  Accoro.ing  to  the  charter,  the  main 

line  i aS  t0  be  C°lnPlet’ea  V itilin  four  years  from  February  loth,  1851  and 
the  branches  within  six  years,  while  work  on  the  main  lln>  was  to  be 

commenced  by  January  let,  18SE;  therefore,  it  was  imperative  that  the 


M 18»  1861,  in 

gS.**  thelha^eFn5  . Sntral 


Ibid. 

**  Ibid. 

Ibid.;  Cf.  ghap^ftr  vi,  pg,  101,105. 
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const-ruction  should  not  be  delayed/*-  Nor  was  the  undertaking  an  easy 
one  to  complete  it^this  short  period.  large  construction  companies 

bio  not  then  exist;  rails,  chairs,  fastenings  ana 


PAINV.QAD  TO 
BE  FB/ISHED 

TIp  LIMIT  bridge  iron  had  to  be  imported  from  England,  and  other 
supplies  carried  west  from  New  England,  New  York, and  Pennsylvania;  the 


amount  of  grading  was  very  great;  and  labor  was  far  from  abundant.' 

Thus,  even  aside  from  any  financial  difficulties,  the  question  of 
building  the  road  within  the  time  limit  was  very  perplexing,  and  the 

directors,  as  well  as  Colonel  Mason,  were  forced  to  pay  close  attention 
to  construction  work  in  Illinois. 

Among  the  various  questions  which  occupied  the  attention  of  the 
directors  was  the  one  "by  whom  and  in  what  way  should  the  r/>ad  be 
built",  as  early  as  April  23rd,  1851,  a Pranklin,  for  several 
years  Pailroad  Engineer  for  the  Russian  Government,  offered  to  build 
tne  Illinois  Central  Railroad  ano  take  bonds  in  payment  on  very  liberal 

HS  Built  by  t’e~”,S'  Jjven  he.  ore  that  date  it  was  rumored  that  pri- 

CONTRACTORS  vate  corporations  were  willing  to  urc  ertake  th 

xi_.ij.ng  no  umertake  the  construe- 

large  portions  of  the  road>  But  the  work  was  entirely  beyond 
the  capacity  of  any  private  construction  company  and  the  officials  of 
the  Illinois  Central  w-isely  determined  either  to  build  the  road  them- 

SelV6S  6186  l'let  the  W°rk  0Ut  in  sma11  actions.  This  conclusion  was 
Peached  earlv  in  l r^i 

, m 18.1,  and.  Colonel  Mason's  estimates,  therefore,  were 
maoe  v ith  that  end  in  view. 
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Although  thi.h.^eei-s-iorr  Was  made  in  the  middle  of  the  rear  and  the 


'preliminary  engineering  estimates  were  submitted  by  the  -first  of  ep- 
tember,  the  final  estimates  were  not  submitted  until  much  later ^and  it 


rate  ceremonies,  the  salutes  of  cannon ^ and  the  ringing  of  bells. 


the  winter  supplies  were  contracted... f or, / the  federal  land  survey  was 
completed  ^and  arrangements j made  for  transfer  of  the  land  to  the  compa- 

tjy 

ny*  and  other  preliminary  work  competed. 


of  larch,  1852,  ^bids  were  asked  for  the  construction  of  divisions  1, 


bridging,  superstructure  for  the  entire  division  or  a part  of  the  same, 
LLT  or  merely  for  a single  item,  such  as  grading,  if  de- 

FOR  OTtas^ONS 

1,2,6,8,9,10  sired.  Rio.s  could  be  entered  with  or  without  material 
The  terms  were  one  half  cash  and  one  half  seven  per  cent  bonds  at  par, 
with  the  usual  arrange  ' 1 to  inspection,  completion  within 


a specified  period.,  ©-he-.  At  the  time  the  contracts  were  placed  the 


sponse  on  the  part  of  contractors,  both  in  Illinois  and  the  eastern 


Cairo  Sun,  December  25,  1851. 

^ Chicago  Daily  Democrat,  April  23,  1851;  ibid.,  March  25,  1852. 

To  facilitate  the  work  of  construction,  the  road  was  divided  into 
twelve  divisions,  varying  in  length  from  fifty  to  s eventy-fi  e 
miles,  according  to  the  character  and  extent  of  the  grading  and 
bij^ging.  Over  each  division  was  placed  a division  engineer, 
whose  duty  it  was  to  supervise  the  individual  contracts  and  direct 
the  construction  oone  oirectly  by  the  company. 


was  impossible  to  start  active  construction  work  on  the  main  line  that 


fall.  However,  in  accordance  with  the  letter  of  the 
charoer,  the  Illinois  Central,  on  December  23rd,  185'  , 
broke  ground  at  both  Cairo  and  Chicago^  and  amidst  elabo- 


charoer 


formally  commenced  the  construction  of  this  great  enterprise.^ 


muring 


Specif  icaoicns  had  been  prepared  during  the  winter  ..and  on  the  15th 

l \ ' 


V-Ar’..  ■ ^ 


2,  G,  8,  9 ana  10. 


The  proposals  were  to  include  grading,  masonry. 


Cw—uf  h- 


credit  of  the  road  was  exceptionally  strong*  and  there  was  a read’-  re- 
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states.  Men  even  came  on  from  Europe  and  there  was  not  a section  of 
tne  line  i/hat  was' bid  for  several  times.  bios  were 

low  and  the  terms  favorable  to  the  company.  This  permitted  the  rail- 
road to  let  the  work  out  to  responsible  bidders,  at  reasonable  figures 
;and  the  work  was  commenced  by  first  class,  experienced  conL raetors .;  In 
many  cases  the  division  contractors  sub-let  part  of  the  work.  oh  the 
Whole,  the  relations:  between  the  company  and  the  contractors  was  ami- 
cable,and  friction  was  the  exception. ; The  strong  competition  between 
bidders,  and  the  financial  standing  of  the  company^ prevented  letting  the 
work  at'  excessively  high  prices  and.  the  Illinois  Central  was  built  as 
cheaply  as  could  have  been  expected  under  semi -frontier  conditions.3^ 

S Contracts  ior  the  first  six  divisions  were  let  early  in  June, 

: 4th>  Bth’  7th>  llth  and  ««»  divisions  were 

same  month-.  Work  . was  commenced  immediately  on 

FOP^XV  ill  Oils  thS  5rd'  4t'h,  5t,h  and  7til  divisions,  but^the  llth  and 

3,4,5^,11^12  12th  were  not  pushed  until  two  years  later.  ^ The  bids 

included  only  tie  grading  and  part  of  the  bridged;  the  company  itself 

• ...  . R 

laid  Lbe  rails  and  erected  most  of  the  buildings.5  Thus,  by  the  end  of 
Cctooer,  1852,  the  entire  road,  with  the  exception  of  52  miles  north  of 
the  Big  Mud£  River,  where  the  contractors  had^thnewn  up  their  work,  was 
under  contract  and  active  construction  had  been  started.^  ' f 


® ^Advertisement  in  railroad  journals3»edftidai->#i  March,  1852'  also 

'~d.i c g.go. _Ra i ly  jjemo crat , March  25,  1852.,* 

hF  H i n * 

-w-t  • 

American  Railroad  Journal,  October  25,  1856. 

S** * * * vIMd. 

v ^Oaid. 

\ & There  was  undoubtedly  a small  amount  of  mismanagement  in  the  con- 

V | struction  oi  the  road,  but  the  amount  was  small.  Some  of  the  di- 

rectors  were  interested  in  contracts  with  the  company,  but  there 
/ is  no  evidence  to  show  that  they  used  their  official  positions  to 
■ oefraud.  the  company.  For  a fully  "d.iscussion  of  these  points  ©Ssik- 
\ chaper  vi*  -±-g± y 
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ihe  at f !^,rs  of  the  Illinois  ( enthral  at  ( hicago  nob  proceed -wat^ 

as  smoothly  as  in  the  southern  and  central  parts  of  the  state.  Pail- 
road  matters  in  that  city  had  been  in  a thoroughly  demoralized  condi- 
tion for  many  months  prior  to  the  passage  of  tne  charter. and  tne  com- 

PA IP.QA j j\C OP-  pany  was  forced  to  take  a hand  in  local  railroad 

CITRONS  lit  CHI- 
CAGO \ DEI TOPA LI f ED  controversies  and  also  in  municipal  politics  in  or- 

der to  secure  adequate  terminal  facilities  and  a city  franchise.  The 
conflict  between  the  Lake  Shore  and  Michigan  Southern  (then  the  South- 
ern Michigan)  and  the  Michigan  Central  involved  the 

Illinois  Central  in  the  greatest  difficulties. 

For  several  years  these  two  railroads  had  been  keen  rivals  in 
Michigan  and  northern  Indiana,  and  during  the  year  1850  they  had  ex- 
tended their  tracks  to  ’within  a few  miles  of  Chicago.  Each  endeavored 
to  secure  an  independent  entrance  to  the  city  and  to  prevent  its  com- 
petitor from  obtaining  a similar  right.  The  result  was  a bitter  fight 
in  the  legislatures  of  Illinois,  ‘Michigan  ..and Indiana,  in  the  common 

council  of  Chicago,  in  municipal  politics  of  that  city  and  even  between 

5y  I 

groups  of  workmen  along  the  tracks.  The  companies  were  of  e .ual 

strength, and  neither  could  secure  a charter  from  the  state  of  Illinois 
or  a franchise  from  the  city.  Despite  all  their  efforts  the  two  rail- 
roads, in  1851,  were  halted  at  the  Illinois  state  line. 

The  charter  for  the  Illinois  Central  was  before  the  legislature  at 
this  time  ^and  the  Michigan  Central  allied  itself  with  the  promoters  of 
this  road,  hoping,  thereby,  to  secure^  the  coveted  entrance  to  Chicago. 

MlfcHIGAmCENTPAL  The  influence  of  the  Michigan  company  was  brought 

ALLIES  ITSELF  WITH 

ILLINOIS  ckwTPAL  to  bear  on  the  legislature ^and  it  is  very  probable 

that  financial  assistance  \ as  extended  to  the  promoters  of  the  new 

k 

Cf.  Chicago  Daily  Democrat  during  the  latter  half  of  the  year  1850 
Mr.  Wentworth,  editor  of  the  Democrat,  took  an  actg.ye  rart  in  the 
controversy . 
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company.  The  charter  was  eventually  passed^and  the  Illinois  Central 
was  allowed  to  make  connections  with  other  railroads'?^  At  the  tine,  it 
was  commonly  understood  this  provision  applied  to  the  Michigan  Central. 

very  soon  alter  the  "Central"  was  organized  rumors  began  to  arise 
that  the  two  companies  were  to  form  some  kind  of  a connection  by  which 
the  Michigan  corporation  would  enter  Chicago  over  the  tracks  of  the 
Illinois  Central. .^Congressman  Wentworth  In  the  Chicago  Daily  Democrat 
of  Aptril  82nd. 'gave  credence  to  this  report  In  the  following  statement: 
"The  Michigan  Central  has  offered  to  build  a read  for  the  Illinois  Cen- 
tral from  Chicago  to  the  Inoiana  state  line  and  take  the  bonds  of  the 
company  in  payment,  and  have  the  bonds  draw  interest  only  from  the  com- 
pletion ol  tne  road.  The  offer  was  before  the  Illinois  Central  board 

m new  York  on  Tuesday  last The  proposition  is  to  have  that  road  in 

running  order  by  tne  first  of  next  October. "S  And  again,  only  a couple 
of  Days  before  tne  arrival  of  Colonel  Mason,  the  following  notice  ap- 
peared in  the  Democrat ; "The  contract  of  the  Michigan  Central  with  the 
Illinois  Central  Company  is  to  build  the  railroad,  from  Chicago  to  the 
Kankakee  river  in  one  year.... and  to  the  state  line  by  October  1st 


next,.  . . 


HU 


Additional  strength  was  given  these  rumors  by  the  action  of 


C^IGAIT  ' lchl-an  Central's  subsidiary  corporation,  the  / 


ILLINOIS  CENTRA T 

A 


Albany  and  Salem,  commencing  surveys  from  Chicago  to  j 
the^  state  line/*/  However,  these  rumors  were  groundless  and  nothing  mo* 
ix,jiiearo  until  the  Illinois  Central  itself  commenced  surveys  southwest 


oi  the  city  towards  the  Indiana  state  line  and  the  Kankakee  river. 

y q 


\AX 


* Illinois 


^ Qhic  ago  Dal 
5 Ibi^>  Ha^5,  1851 ; 
l ; Ibih.,  rlay  12,  1851. 
® ^ Ibid^,  May  21,  1851. 
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While  these  preliminary  surveys  were  being  completed. , the  company 
ivas  making  special  efforts  to  secure  an  ordinance  admitting  it  to  the 
city  oi  ' hicago.  r.  Brayman,  ol  Springfield,  and  representative^  af- 
terwards Governor,  1 issell,  of  Belleville,  had  been  appointed  solici- 

SCbluifOB.  BIS-  tors  of  the  company  In  Illinois  ano:  on  July  12th- 

SElXATTENpYs 

±0  SECURE.  \ 1851,  the  latter,  in  connection  with  representatives 

FRANC)  ISE  FRipM 

CITY  OF  CHICAGO  of  the  Michigan  Central  Railroad,  presented  a oeti- 

s 

tion  to  the  city  council  of  Chicag;c  asking  permission  to  lav  down  track 
within  the  city  limits.  A few  days  later,  this  memorial  was  with- 
drawn for  correct! on__a£LC  revision  on  account  of  opposition  in  the 
council . 

3?  ' 

Three  months  later  Colonel  Bissel  submitted  a second  memorial."' 

Although  the  construction  of  the  Illinois  Central  was  regarded  as  one 

of  the  most  important  events  in  recent  state  history  the  city  council, 

and  to  a less  extent,  the  daily  newspapers,  were  hostile  to  the  company 

OPPOSITION  TO  The  strife  over  the  Southern  Hichigan-Michigan  C'en- 
ILLINOIS  CEN- 
TRAL, FRANCHISE  tral  entrance  had  been  so  bitter  that  the  supposed 

\ 

alliance  between  the  Illinois  Central  and  the  Michigan  Central  brought 
upon  the  former  suspicion  and  even  opposition.  So  strong  was  the 
feeling  that ^ upon  a mere  rumor  that  the  '’Central”  was  planning  to  build 
a cut-off  to  Joliet,  thus  establishing  a rival  railroad  center  near  the 
Indiana  line,  a resolution  was  introduced  into  the  city  council  of  Chi- 
cago, disapproving  such  a policy  and  bitterly  attacking  the  Illinois 
v-VL 

company.  The  element^  opposed  to  the  Michigan  Central  was  strong 


Chicago  Daily  Democrat.  July  15,  1851, 
Ibid. . October  17,  1851. 

Ibid. 
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enough  to  pass  the  resolution  and,  in  addition,  appropriate  ten  thou- 
sand dollars  to  be  used  in  preventing  the  establishment  of  the  Joliet 
cut-ofl This  action  was  commonly  attributed  to  representatives  of  the 


Southern  Michigan  Failroad^and  immediately  after  the  passage  of  the 
resolution  copies  were  printed  and  scattered  broadcast  throughout  the 


eastern  states,  England  .and  Holland  to  hinder  the  floating  of  the  Illi- 
nois  'entral  loan.  The  city  council  soon  found  that  their  action  was 


uncalled,  for^and  a few  days  after  the  passage  of  the  original  measure  n 
the  matter  was  reconsidered,^ and — the-- exaggerated.  statements  of  the  first 


V3  «■>' 


resolution  jsteerff 


A more  conciliatory  policy  in -regard  to  the 


three  railroad  companies .was  pursued  during  the  remainder  of  the  year. 

Despite  the  distrust  and  hostility  shown  in  the  action  of  the  coun 
cil ^Colonel  Mason  and  Solicitor  Missel  again  Presented  their  petition 
for  an  entrance  to  the  city.  After  a careful  consideration  of  the 
various  routes  the  company  asked  for  an  entrance  along  the  lake  front. 
The  railroad  was  to  be  built  northeast  from  lake  Calumet,  now  Kensing- 
ton, to  the  southern  limits  of  the  city  at  what  is  now  53rd  Street. 
This,  of  course,  was  outside  the  old  city  boundaries.  From  Hyde  ^ark 

ILLINOIS  C3pT-  to  Park  Row,  ISth  Street,  the  company  was  to  have 

TFAL  ASKS  FOR 

EN3®ANCE  TO  permission  to  place  its  tracks  along  the  lake  shore 

CITY  ALONG 

THE  LAKE  FRONT  and  could  purcnase  what  land  it  needed  from  private 
owners  of  real  estate.  From  Park  Row  to  the  Chicago  j^iver  the  railroad 
was  to  receive  from  the  city  a five  or  six  hundred  foot  right  of  way 
just  east  of  Michigan  Avenue.  In  return  for  this  grant,  the  company 
agreed  to  provide  permanent  protection,  in  the  form  of  levees  and 


A5j* 

1 <(  Chicago  Daily  Democrat.  October ^17,  1851.  The  files  of  newspapers 
for  the  days  in  which  this  resolution  were  printed  are  unobtain- 
able ano  the  only  information  to  be  found  in  regard  to  the  same 
-Bamie  comes  from  editorials  of  a later  date. 

'Wg  Ibid.  m,  U-iJu, 

Ibid.  
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piling,  against  the  encroachments  of  lake  Michigan.  This  protection 


of  the  company  was  presented  , the  city  had.  provided,  practically  no  pro 
tection  against  the  lakeland  most  of  the  territory  north  of  the  city 
limits  anc  east  ot  the  present  Illinois  Central  tracks  was  submerged 


oi  Chicago  and  the  proposition  to  run  a steam  railroad  along  the  avenue 

provoked  strenuous  opposition  from  the  property  owners,  who  believed  it 

would  des orcy  the  value  of  their  investments.  On  the  other  hand,  the 

north  and  west  wards  had,  for  years,  paid  heavy  taxes  to  protect  the 

CtorTfST  ciBffWEEN  >to  pre-tact  the  lake  shore  from  encroachments  of 
SOm  WEST 

SIDES  0\KR.  WEIGHT  lake  Michigan* and  that  portion  of  Chicago  gladlv 
0?  WAY  a\0K&  THE 

LAKE  SHOP.fe  supported  the  Illinois  Central  plan.  They  argued 

that  the  city  was  poor  and  the  assumption  a of  the  expensfeas  south  side 


xii  one  v cuub  oi  residence  property  m pne  neignocrnooa.K  mass  meetings 
and  parades  were  held  by  each  side;  circulars  and  petitions  were  widely 
circulated;  the  newspapers  took  an  active  interest  in  the  matter;  and 
both  sides  threatened  to  resort  to  legal  proceedings  to  gain  their 
point.  The  fight  was  carried  to  the  city  council  and  this  subject  oc- 


ew&^gain&a  the  upper  hand  and  on  the  December',  they  secured 


v2y(o  Ibid.,  daily  notices  during  the 1 ■■  icenth—o-h  banuary-  December,  1851. 
"8k*7  Ibid.,  December  30,  1851. 


was  to  ex ten  from  Hyde  Park  to  the  Chicago  ver 


When  the  petition 


land . 


. > f ' * ' » * , "•* 

Sixty  years  ago  Michigan  Avenue  was  the  exclusive  residence  street 


the  passage  of  the  ordinance  by  a close  vote  of  ten  to  six.  ''  The  main 
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features  of  the  franchise  were  those  embodied  in  the  petition  of  the 


right  of  way  from  12th  treet  to  the  river  to  three  hundred  feet.  The 
restrictions  upon  the  company  were  also  made  more  severe. 


opposition  to  the  policy  of  the  measure,  he  vetoed  the  franchise.^  The 
matter  was  again  taken  up  in  the  Council  and  that  body  passed  the  or- 

ainance  over  his  veto.  The  document  us  immedi- 

CHISE\f/  -MAYOR 

GUNv,5i:£^i;iA  PAS-  ately  forwarded  to  the  directors  of  the  company  in 
SAGE\OF  NpHE 

SECOND  OPDINANCn  New  York  for  their  approval,  but  on  the  very  day  on 

which  the  papers  left  the  city,  the  whole  matter  was  reconsidered  by 

dhe  Council.  The  two  opposing  parties  compromised  their  differences 

ano  a new  franchise,  agreeable  to  the  south  side  wards,  was  passed.  It 

was  signed  by  Mayor  Gurnee  and  forwarded  to  New  York  throe  days  after 

Sa  >-rb 

the  first  ordinance. 

The  original  franchise  had  been  duly  received  in  New  York  and  the 
airectors  ci  the  company,  unaware  of  the  amending  measure  and  well  sa- 


strcitions  upon  the  company  which  the  directors  did  not  desire  to  ac- 


company with  some  minor  exceptions.  Among  these  was  a reduction  of  the 


^ lhe  ciecision  °r  ‘k*16  yihy  Council  d,id  not  settle  the  fight.  Walter 
Guea?i«(  v as  Mayor  at  the  time, and  on  account  of  a number  of  minor  objec- 
tions to  the  ordinance  as  passed,  and  also  on  account  of  his  general 


tisl ied  with  the  provisions,  accepted  the  old  franchise . h Three  days 


2HE  pli'-ECTOIiS  later,  much  to  their  astonishment,  there  ap  eared  the 
REFUSE  "TO  AC- 


w?T  SECOND.  second  ordinance.  Although  similar  in  most  ways  to 


the  petition  of  the  company  there  were  some  new  re- 


cept^and  consequently  the  board  declined  to  accept  it  and  preferred  to 


wait  for  more  favorable  legislation.^ 


Ibid.,  January  3rd,  I 8 52. 
'S;;  Ibia. , January  Gth,  1852. 
^ Ibid.,  January  10t(J&,  1852. 

ibid.,  March  12,  1852. 
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Supposing  the  first  measure  had  definitely  settled  the  questions 
under  dispute  in  regard  to  an  entrance  into  Chicago  the  ‘President  im- 
mediately directed  the  engineers  to  commence  active  construction  work 
lrom  Chicago  oo  the  state  line.  When  the  second  ordinance  was  not  ac- 
cepted, the  company,  of  course,  had.  no  legal  right  to  enter  the  city, 

but  rather  than  delay  matters  it  was  determined  to  complete  the  rail- 

U 

IDLXbOIS  "CENTRAL  road  from  lake  Calumet  to  the  city  limits  at  once. 
BUILV  r^O?,r\LAEE 

CALUFIET  C-ITY  There  was  practically  no  danger  of  not  obtaining  a 
LIMI T S\BEaOREN 

WiA1:  ORDINANCE  proper  entrance  to  the  city. and  the  construction  of 

this  section  woulo  provide  the  Michigan  Central  with  its  much  desired 

J~3 


entrance  into  Chicago  without  a protracted  delay Much  of  the  ground 
south  of  the  city  limits,  especially  near  lake  Calumet  and  Food  lawn, 
was  low  and  marshy,  and  this  made  it  re  cessary  to  place  the  tracks  on 
trestle  work  at  considerable  additional  expense.  Fails  and  ties  had 
been  ordered  in  the  fall  of  1851  and  by  January,  1852,  the  first  ship- 
ments haa  arrived.  Grading  and  other  preliminary  work  was  commenced  in 

December ^and  the  combined  energies  of  the  Michigan  C entral  and  Illinois 

L 

central  were  exerted  to  finish  the  line  from  the  Indiana  border  to  lake 


jry 


UR 


Calumet  ana  from  there  to  Myde  ^ark.  Construction  was  contued  when 
possible  auring  the  winter  ^ana  as  soon  as  the  weather  permitted  both 
companies  placed  large  gangs  of  men  at  work.  ~y  the  -f^potr  of  May/  the 

JTJ— 

railroad  was  within  eight  miles  of  the  city  limits , and  three  weeks 
later  that  short  stretch  was  completed.  On  the  twenty- f.irst  of  the 

month,  the  first  train,  hauling  gravel  and  construction  materials, 

s'C. 

left  Calumet  and  ran  to  the  city  limits.  Temporary  freight  and  pas- 


Chicago  Daily  Democrat,  January  10,  1852. 

Ackerman,  Early  1 1 1 i no  is  Railroad;  82. 

S.'r,T  Chicago  Daily  Democrat,  May  Crd , 1852;  cf . March  25,  1852. 
Ibid.,  Ma^y  22«ft,  1852. 
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senger  stations  had  been  established  just  outside  the  limits  and  on  the 


morning  ci  the  twenty — s-ano-no — ©f  May/^ this  first  completed  section  of  the 
Illinois  Central  was  formally  opened. and  a passenger  train  was  run  from 
Chicago  to  the  state  line.  Regular  freight  and  passenger  trains  were 
placed  in  service  a few  days  later.  The  Michigan  Central  made  use  of 
the  tracks  of  the  Illinois  Central  from  Calumet  to  Chicago, and  this 

piece  O-L  roadbed  became  the  final  link  by  which  the  former  company 

to  *r* 

established  a through  line  from  Chicago/the  East.^ 

The  tracks  from  the  city  limits  south  were  not  completed  without 
several  sharp  .fights  v ith  the  Southern  Michigan,  jbAopl'e . That  company 
opposed  the  construction  of  the  road  and  endeavored,  to  prevent  the  Il- 
linois Central  from  crossing  its  tracks.  It  demanded  that  the  latter 
company  put  in  an  overhead  crossing  at  what  is  now  Grand  Crossing, 
which  was  reiused.  The  difficulty  could  not  be  settled  and  each  com- 
pany refused  to  allow  the  other  to  put  in  any  crossing  at  all.  Finally 
the  Illinois  Central  -be'«-ame— of  this  delay  ms a sent  a large  gang 


were  overpowered *and  the  grade  crossing  was  finished  before  morning. 


Railroads . p.  85. 

g Ibid;  also  advertisements  of  train  service  in  Chin  ago  newspapers 

jre-^m  June,  1852*  cm. 

3 Chicago  daily  democratic  'Press , April  30,  1853. 

# The  matter  of  Grand  Crossing  was  a sore  point  between  the  two 

roads  for  several  years.  Within  a few  weeks  after  the  crossing 
was  put  in,a  baa  accident  occurea  in  which  several  lives  were  lost* 
and  the  two  companies  accused  each  other  of  having  been  to  blame 
for  not  putting  in  al) overhead  crossing.  However,  evidence  s sms 
to  show  that  both  companies  were  equally  tc  blame.  Of.  articles 
in  Chicago  Daily  Democratic  Press,  April  30,  1853. 


~2-  ■»— 


-ef-  laborers  to  p build  the  crossing  under  cover  of  night 


The  Southern  Michigan  was  taken  by  surprise,  its  watchmen 


The  Michigan  company  was  forced'" to  accept  the  situation  and  the  last 
obstacle  to  the  completion  of  this  section  was  removed. 


Chicago  Daily.  Democrat.  May  23 


1852;  Ackerman,  Early  Illinois 
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This  steady  construction  work,  carried  on  regardless  of  the  war- 
ring tactions  in  the  Chicago  city  council,  exerted  a stronp  pressure 
upon  that  body.  This  influence  was  furthered  strenghtened  by  vague 
rumors  of  a cut-off  fromJ Joliet  to  Calumet  which  would  divert  a con- 

(m 

siderable  traffic  from  Chicago  proper.  ITo  attempt  was  made  to  press 
the  franchise  question  until  the  twentieth  of  April,  only  a month  be- 


CHiCAG'0N-  CITY 
COUNCIL  PAS- 
ifwr 


fore  the  railroad  reached  the  city  limits.  Local  ob- 


. SES  iv  AfTCPlpE  sections  still  continued,  but  the  pressure  of  the  II- 
SATISpACTOpY 

TO  THE  COMPANY  linois  Central  and  Michigan  Central  overcame  this  op- 
positiontana,  finally,  on  June  14th,  1852,  the  cm  on  Council  paasod  ’ 
the  first  ordinance  originally  passed  on  the-  .2Rth~-ef  December! ' , The 
railroad  was  admitted  to  the  city  via  the  lake  front  route  and  was 
granted  a three  hundred  foot  right  of  way  from  Hyde  Park  to  the  Chicago 
^iver.  In  return  for  this  grant,  the  railroad  assumed  the  responsibil- 
ity of  protecting  the  lake  shore  along  its  right  of  way.  and  agreed  not 
to  put  up  any  permanent  buildings  from  Park  Row  to  Randolph  Street. 

v 

Certain  other  obligations  and.  restrictions  were  Imposed  upon  the  com- 
pany,  but,  in  the  main,  the  franchise  'mm  greatly  to  the  auva^tage  oi 
the  railroad.’' 

With  subsequent  purchases  of  land  between  Park  Row  and  the  river, 
partly  from  private  owners  and  partly  from  the  federal  government,  the 
Illinois  Central  secured  probably  the  finest  terminal  property  pcs  es- 
TEMtIHAL  PROPER.-  sea.  by  any  single  railroad  in  the  world.  Its  de-  • 

ituated  in  the  heart  of  the  city  ano  ids  ri^ht 
way  was  between  Grand  Crossing  ana  the  river  was  not  crossed  by  a rail- 
road and  for  most  of  the  distance  not  even  by  a highway.  Prom  -the 

-"C 

Chicago  Daily  Democrat,  May  3*0, *1652;  ibid . RebSf  Acker 

man, " Historical  Sketch  of  the  Illinois  Central  Eailroao,  p.  81. 
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the  standpoint  of  the  railroad,the  right  of  way  along  the  lake  front 
was  of  almost  inestimable  value;  from  the  standpoint  of  the  public. 

t'nere  is  much  t0  criticize  in  having  the  otherwise  spendid 
lake  front  marred  by  smoky  trains  and  unsightly  railroad  tracks,  but  it 
must  not  be  forgotten  that  in  the  early  fifties  the  bargain  was  in  fa- 
vor of  the  city.  In  protecting  the  many  miles  of  shore  line  from  the 
river  to  Hyde  Park  the  railroad  assumed  a responsibility  that  was  both 
troublesome  and  expensive,  while^-the-same-ti^  the  city  was  re- 
lieved Of  expenditures  amounting  to  tens  of  thousands  of  dollars  a 
year,  not  an  inconsiderable  item  for  the  Chicago  of  1850.  Nor  must  it 
be  forgotten  that  this  easy  and  uninterrupted  entrance  to  the  very 
heart  of  the  business  district  has  been  an  important  fac- 

tor  in  the  industrial  development  of  the  city. 

Once  tne^legaljif-iculties  were  removed; the  work  of  construction 
proceeded  wrtii-grAb' rapidity.  Kails,  ties, and  piles  were  already  on 
hand  and  within  a few  weeks  after  the  passage  of  the  franchise  admit- 
ting the  railroad  to  the  city,  the  track  was  extended  to  '18th  s treet. 
Temporary^ freight  and  passenger  stations  were  built  there  and  used  un- 

the  '-'eli“anent  structures  were  finished.  Much  of 
R 'V  t,he  right  of  way  was  under  water  and  heavy  expenditure 

necessary  to  put  the  tracks  in  a safe  condition.  rfhe  rails  were 
laid  on  trestle  work  for  nearly  the  entire  distance  from  Hyde  Park  to 
Randolph  Street  and  beyond  the  right  of  way  a temporary  breakwater  of 
Piling  was  erected.  The  pile  and  trestle  work  was  to  be  filled  in  at 
a later  time  when  the  company's  finances  would  justify  the  outlay^ 


21^u£vrical  .^kdtch  of  the  Illinois  Central  Pailroad. 

PP.  -te  Annual  Report,  Illinois  Central  Pei1 -road  ien^. 

^pCg40wne;VSI,aper^  1852  .-r  i-ailroaa,  .855, 

ihe  brak water  ana  trestlework  we 
Chicago  fire  of  Rgg-i . 

I 


was  not  filled  in  until  after  the 
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The  company  also  purchased  large  quantities  cl'  land  in  the  heart 
of  the  city  near  Fandolph  8tre  t and  expended  something  like  $250,000 
in  purchasing  urban  property,  in  addition  to  half  a million  more  expen- 
ded on  the  lake  shore  protection,  virtual  y purchase  money  for  the 


A3 

generous  right  of  way  granted  by  the  city."1"  At  the  foot  of  Fandolph 

EX.TK10\CVR  TER.-  Street  on  land  purchased  from  the  federal  govern- 

:IIKa\s  WOf  I FED 

AT  CHICAGO  inent,  the  company,  in  1853,  commenced  the  erection 

of  its  famous  Chicago  passenger  station,  the  total  cost  of  vhich  was 
over  a quarter  of  a million  of  dollars.  At  the  time  it  was  the  most 
expensive  railroad  station  in  the  country.  The  facilities  for  handling 
passengers  were  excellent ^and  there  was  ar^hbundance  of  room.  The 
bu.ila.ing  was  used  jointly  by  the  Illinois  Central,  Michigan  Central  and 
Chicago,  Burlington  and  Q,uincy  railroads , and.  the  top  floor  of  the  sta- 
tion was  used  as  a general  office.  Forth  of  the  passenger  station,  the 
company  erected  a large  in-and-out*  freight  house,  also  the  largest 
freight  s-tabxon  of  its  kind  in  the  country,  and  the  largest  brick  or 
stone  building  in  the  city.  At  fourteenth  street,  near  the  present 
Park  how  passenger  station,  were  placed  the  terminal  shops,  roundhouses, 

ana  cleaning  yards.  The n^ in  1856, the  fourteenth  street  ‘works  of  the 

*>  — 

American  Car  Company  of  Chicago  were  purchased  and  after  that  oate 
most  of  the  heavy  engine  and  car  repairs  on  the  system  were  handled  at 
these  shops.  A number  of  locomotives  and  cars  were  also  built  by  the 
company  at  the  fourto-entn  nxtro-.-t-  works.  ry  1855,  nearly  a million  dol- 
lars haa  been  expended  by  the  company  for  construction,  right  of  way,* 

* 

lake  shore  protection,  buildings  and  other  terminal  improvements  in  the 

. 671 

city  limits.  The  work  was  contunued  during  the  following  five  years, 
which  time  an  additional  million  was  spent  on  the  Chicago  terminals /K 


Annual  Feport,  Illinois  Central  Pallroaa,  1855 -tc.  I860.  Chicago 
Daily  Democrd^t.  January  last,  1852^1853, 1&54-,  185 5 y 16 56 , 1857, 16 58 , 
18t?0>  I860.  Cf.  ’Chapfer-ex-  vi,  * 
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Moreover,  on  June  23rd,  1852,  the  company  secured  an  amendment  to 


its  charter  permitting  it  to  build  a railroad  from  12th  Street  to  the 


south  "branch  of  the  Chicago  {^iver.*^  This  road,  known  as  the  St.  Chafe 

A 

Air  Line,  served  as  an  inner  "belt  railroad  for  the  Illinois  Central, 


AUCTION 
AINT 


Michigan  Central,  Lake  Shore,  Chicago,  Turlington  and 

Quincy,  Galena  <?-  Chicago  Union,  Chicago  and  Rock  Island, 

and  Chicago  and  northwestern  railroads.  It  was  "built  by  the  Illinois 

cs~ 

Central  ana  was  completed  in  1856  at  a total  cost  of  $50,000." 

While  these  large  expenditures  were  being  made  at  Chicago  ;work  on 

A 

other  portions  of  the  system  was  not  being;;  neglected.  / According  to  the 

\ . \ \ ,,*J 

federal  act  of  1850  the  company  was  given  a right  of  way  two  hunored 
feet  wide  through  the  government  land;  the  charter  turned  over  to  the 
promoters  the  old  state  right  of  way;  and,  most  of  the  territory 

through  which  the  road  ran  was  unoccupied  land. 

TFTtcs,  'the  company  haa.  little  difficulty  in  securing 
whah'Aight  of  way  and  station  ground  needed. 

Nor  was  there  much  trouble  in  obtaining:  village  and  town  franchises. 

The  Illinois  Central  created  a majority  of  the  villages  and  towns  along 
its  tracks  and  it  held  the  grounds  before  there  was  ary  municipal  organ- 


ILLINOIS  CEN- 
TRAL SECURES 


RIGHT  OP  WAY 
AM)  LOCAL 
CITY  FRANCHISES 


iwas  at  Gale 


ization.  The  only  oppositJion/\w'as  at  Galena.  The  railroad,  under  both 
the  state  and  Holbrook  projects,  terminated  at  that  city ana  the  citi- 
zens were  bitterly  opposed  to  the  extension  of  the  line  to  Dunelith. 

t 

They  realized  that  the  construction  of  the  "Central " to  that  point  mean 
the.,  practical  decay  of  Galena  and  consequent  disaster  to  her  business 


v/4  , Laws  of  Illinois , Session )lS52-185o,  dune  23,  1852, 

•k ' Annual  Report*.  Illinois  Central  Failroad,  1855^f^€u,  1857.  The 
Illinois  Central  subsequently  sold  tlire e-fourths  of  its  interest 
in  the  St.  Charles  Air  Line  to  the  Michigan  Central,  Chicago, 

Turlington  & Quincy,  and  Chicago  northwestern. 

•Sj  Cf.  charter  an  federal  act  of  September  20,  IG-gCU-^Askermgpr^-^arly 
Illinois  Railroads,  p*ge  43 , 
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interests.  Since  the  extension  of  the  road  was  an  essential  part  ofr 
the/uct  of  Congress  conferring  the  land  grant, -and  "the  state  charter 
there  was  no  possibility  of  changing  the  provision.  The  city,  however. 


months  refused  to  give  the  company  a franchise.  These  tactics,  of 


road,  received  the  right  to  enter  Galena,  but  only  with  many  conditions 


The  matter  of  local  franchises  did  not  interfere  with  the  com- 
mencement of  construction  work,  and,  as  noted  above,  contracts  for  the 

'/X  w 

entire  road  were  let  in  the  spring  and  early  summer  of  1852.^  Unlike 

fir*,  tilt  $<»■'--  '>*••?«'  'f'  Jt  jit"..  /%  fv  .{  (£*,'?  if"  Ctrl*.- o-iJt 

maa-t-- ra±lrrcad^/ef  the  time , the  Illinois  Central  was  not  handicapped  by 

<ft~  t~9x-jC  ft  ■*  y fx-4?  i „ 

tt  t tv.tUto  oTPATrroAT  financial  difficulties'.  The  sale  of  the  four  mil- 


subscriptions  by  the  stockholders,  provided  ample  funds  for  starting 


■ 

1855-56,  were  placed  at  a considerable  discount,  but  the  money  market 
fluctuations  which  brought  this  condition  to  pass,  did  not  seriously 


million  dollars  was  issued  subject  to  assessment,  and  the  directors 
always  had  this  to  fall  back  upon  in  emergency.  Thus,  at  aul  times, 
the  company  had  either  in  hand  or  in  sight,  whatever  funds  were  neces- 


The  following  is  taken  from  the  Chicago  Daily  Democratic  -Press  of 
March  15th,  1853 : -"Permission  is  given  the  Illinois  Central  Rail-fc 
road  (by  the  city  of  Galena)  to  lay  down  and  operate  a road  through 
the  city  upon  a prescribed  line,  by  locomotive  engines.  Permis- 
sion was  given  the  company  to  bridge  Galena  river  within  the  lim- 
its of  ohe  city  and  a portion  of  the  levee,  three  hundred  feet  in 
length,  was  appropriated  for  their  use.  The  usual  regulations  in 
regard  to  use  of  streets,  etc.  was  inserted.  The  company  vill 
spend  $10,000  under  the  direction  of  the  city  authorities  for 
dredging  the  stream  in  front  of  the  depot  grounds. 


placed  numerous  obstacles  in  the  way  of  the  railroad -and  for  several 


course 


were  childish^and  the  city  council  11  nally  yielded.  The  rail- 


lion  loan  of  February,  1852,  and  the  five  million 


TIONS 


sterling  loan  of  June,  the  same  year,  together  with 


the  work. Part  of  the  later  loans,  especially  the  Free  1 and  issue  of 


interfere  with  the  loans.  Moreover,  the  capital  stock  of  over  fourteen 


. pp.  176. 
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sary  to  carry  on  the  enterprise  in  the  most  economical  and  expeditious 
manner.  Economy  and  good  management  were  always  observed,  but  the 
directorate  was  also  in  a position  to  push  the  work  as  much  as  possible, 
materials  and  labor  were  paid  for  in  cash  cr  bonos  equivalent  to  cash 
and  payments  were  met  Promptly.  With  the  exception  of  a few  weeks 
after  the  assignment  of  1857,  all  bills,  contracts,  notes  cr  coher  ob- 
ligations were  liquidated  when  aue^and  the  credit  of  the  company  was 
always  high.  This  condition  was  a decided  contrast  to  the "hand-to- 
mouth”  policy  pursued  by  such  southern  roads  as  the  New  Orleans,  Jack- 
son  and  Great  Northern  orp&stern  lines  like  the  Ohio  and.  .Mississippi 

A/ 1 * 

ano/j  enabled  the  Illinois  Central  not  only  to  finish  the  work  within  the 
limits  set  oy  the  charter,  but  also  to  carry  on  the  enterprise  at  a 

(o  o 

comparatively  low  cost.^ 

^ 1 .Z'fut.  Ce.  v ^ 

mes Pirbe—thi s strength,  the  management  in  Illinois  was  involved  in 
^ 1 Tr  l t-  v-.  4 

several  ffWancvfal  difficulties  The  most  important  related  to  the  con- 

,•  ts  for  material  and  labor.  The  road  was  let  to  contractors  in  the 

spring  and  summer  of  1852. and  at  that  time  Illinois 

Central  seven  per  cent  bonds  were  selling  at  a slight 

premium.  Accordingly,  the  directors  stipulated  that  the  terms  for  all 

6?  ^ 

work  oe  one  half  cash  and  one  half  seven  per  cent  bonds  at  rar.®’  This 
arrangement  was  accepted  ^ and  the  first  payments  were  made  on  such  a 


f£nanoiae  DIF- 
FICULTIES WITH 
CONTRACTORS 


As  stated  irichapter  yj. , the  as  ignment  did  not  af- 
fect the  credit  of  the  Illinois  Central  to  any  great  extent.  The 
. great  bulk  of  the  construction  work  was  finished  in  1855,;  the 
iloating  debts  that  could  not  be  ret  were  only  ino'irectly  related 
^ to  contracts  for  construction. 

-r  ^ .Ci.ica.gc  Daily  Democrat,  March  25,  1852;  also  advertisement^ 

Tg  & T-n  Chapter  vi  a _statement  is  made  that  the  company  was  forced  to 
u*  pursue  a hand-tqmouth  financial  policy.  This  was  at  hie 

same  time  there  Was  always  sufficient  funds  in  the  treasury  to 
u.eet  the  contracts  when  due.  It  "he  condition  was  similar  to  what 
occasionally  exists  on  any  large  railroad  when  financial  strin- 
gencies prevent  the  iloating  of  bonds  at  favorable  terms  and  the 


company  is  forced  to  sell  short  term  notes  at  a discount.  How- 
ever, this  lack  of  funds  very  seldom  affects  employees  of  the  com- 
Prury  or  creditors,  although  it  does  make  any  new  Work  more  expen- 
‘t^N^sive  on  account  of  the  difficulty  of  obtaining  cash. 
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basis.  The  contracts  were  also  based  on  the  prices  prevailing  in  1852  f 
and  on  account  cl'  the  competition  between  bidders  they  were  taken  at 
low  ligures.  During  1853  ana  1854  the  price  of  bonds,  materials  and 
labor  remained  approximately  the  same  as  in  1852.  But  about  the  time 
of  the  Schuyler  frauds  various  influences  combined  to  depress  the  i uo- 
tations  of  Illinois  Central  bonds,  while  the  general  prosperity-  in- 
creased the  cost  of  railroad  supplies  and  labor  throughout  the  entire 
country.  This  was  especially  severe  in  Illinois  on  account  of  the 
large  amount  of  railroad  construction  and  the  abundant  crops,  which 
made  enormous  demands  for  unskilled  labor,  naturally,  the  contractors 
were  unwilling  to  stand  the  decline  in  bends  and.  increased  cost  of  con- 
struction, and  asked  for  additional  compensation  from  the  company. 

Where  definite  contracts  had  been  made  the  management  refused  to  make 
any  radical  changes.  Most  of  the  contractors,  however,  had  taken  up 
the  work  in  such  a way  that  the  company  could  not  force  them  to  con- 
tinue at  the  old  terms,  or  else  did  not  feel  it  desirable  to  do  so. 
Under  the  circumstances,  the  provision  making  half  payment  in  bonds  was 
not  carried  out,  and  the  payments  to  the  contractors  s largely  in- 
creased. In  spite  of  this  reasonable  action  by  the  railroad  many  con- 
tractors surrendered  their  contracts  ancl  threw  the  unfinished  work  back 

7 v ft 

upon  the  company,  v 


To 


Jtc 


Cairo  Mirror  and.  City  Directory,  1864^65;  Tetter  of  W.U.  'shorn, 
dated> U.Y.,  Oct.  16,  1355,  quoted  in  Mailway  Times,  November  10, 
1855.;  'Official  communipation  from  the  Moaro  of  Directors,  dated, 
November  7,  1854,  quoted  in  Railway  Times,  November  25,  1854* 
SatterthwaitjS  He port.  Hailway  Times,  July  22,  1854.  The  greatest 
difficulty  was  experienced  in  the  divisions  north  of  Cairo  and 
near  Decatur. 

The  Illinois  Central  profited,  by  the  depression  and  fluctuations 
in  prices  of  labor  and  supplies.  The  following  statements  taken 
from  the  report  of  Mr.  F.  E.  Satterthwaite,  American  correspon- 
dent cf  the  Ha i 1 way  Times,  in  the  number  for  eulv  22,  1854,  are 
interesting:  -e>v 
(' continued  on  rys^m  70 ) 
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In  most/  of  these  cases  the  Directors  did  not  enter  into  new  con- 
tracts, but  carried  on  the  work  under  its  own  division  superintendents . 

& 

, uthe  iwrsrtr  diff-fet+it  portions  of  the  line  were'  Phoue  surrendered* 
/jand  the  respons ibility  placed  upon  the  company's  engineers  was  large. 


COST,  0?  CONSTRUCTION 
INCEFA  S ED\BY\H IGH 
peice'S  OP  DABOR  AND 
NAT.  El  ADS  Alto  kpEREN- 
DBR  OP  CONTRACTS 


The  most  important  of  these  divisions  were  the 

ones  from  Cairo  to  Carbondale .and  around  De- 

7/ 

catur.  But  the  same  difficulties  which  en- 


hanced the  cost  to  the  contractors  made  the  work  more  expensive  for  the 

company.  As  most  of  the  responsible  work,  such  as  bridges,  trestles, 

builaings,  culverts,  ana  the  heaviest  pieces  of  gracing,  was  performed 

" v ■ ' L'  ‘ |v 

directly  by  the  railroad  the  advance  in  prices  had  an  important  effect. 

As  high  as  $1.50  per  day  was  paid  for  ordinary  section  labor  and  pro- 

72' 

portionate  wages  for  skilled  workmen.  The  result  of  greater  vrages  and 

prices  on  company  work  and  larger  compensation  for  contractors  was  a 

general  advance  in  the  cost  of  building  the  road,  amounting  to  several 
t-g  4 I , 

millions.!/  The  estimate  made  by  Colonel  Mason  was  found  to  be  much  xu  . 
Tower  than  was  really  the-  case.  At  the/\sa:e  time  between  one  and  two 
million  of  bonds,  taken  by  contractors  in  1852  and  1853,  were  returned 


1 1 


'f  \. 

Cairo  Mirror  and  City  I irectory,  1864^65;  official  communication 
from  the  Jpoaro.  of  directors,  otirbod  November  7,  1854,  quoted  in 
Railway  ln.rn.es , November  25,  1854. 

Ibid. 

(Continued  from  rage  69)  ’’The  first  thing  done  was  to  buy  the  iron 
for  the  whole  road  at  $45  per  ton^(  for  bonds  at  par.  In  six  month 
after  the  purchase  the  value  of  iron  doubled,  by  which  the  company 
saved  $1,5000,000.  The  high  character  of  the  company  and  the  ra- 
pid progress  of  the  road  commanded  confidence  so  that  the  company 
was  enabled  to  s ell  the  whole  of  the  '517,000,000  at  par,  sii),  with 
the  exception  of  the  February  (1854)  issue.  The  sales  were  made 

payable  in  instalments  which  will  be  completed  in  July  next " 

Nr.  Satterthwait^e  undoubtedly  exaggerates  the  profits  made  from 
buying  the  iron  ana  other  supplies,  nevertheless  the  saving  was 
considerable.  Porir^tap^e , the  D.O.J.JG.N.  paid  ?S5  per  ton  for 
poorer  rails  thah^the5' Illinois  Central  raid  >45,  but  this  was  af- 
fected slightly  by  the  lack  of  confidence  in  the  southern  road. 
There  was  also  some  saving  made  in  contracts  which  the  contractors 
were  forced  to  live  up  to. 
on  page — 74^ 
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r X 

to  the  company  in  a way  te-  doi-vrone  the  market  for  Illinois  Central 

. . tA-''**-  ->  CtC  fi-X.0-  # *- : ,/  • t-»  „ 

securities  and,  consequently,  a«  it*  harder  to  secure  money  A 

Asioe  from  these  difficulties,  the  manapement  had  little  to  con- 
tend with  beyond  the  general  engineering  problems  involved  in  such  an 
extensive  enterprise.  The  prairies  of  Illinois  off erred  an  almost 
ideal  location  for  a railroad  }and  except  for  somewhat  difficult  construe 


LACl4  OP.  SUPPLIES 
AND  ^’OeXtRANS- 

poptatjonS  chief 

DIP:  ICUT.TY\  IN 
BUILDING  THE  ROAD 


tion  on  three  or  four  divisions  ^the  building  of 
the  road  proceeded,  without  serious  delays.  Even 
iii  the  bluifs  along  the  Cliinois  and  Cache  rivers 


the  engineering  problem  was  extremely  simole  compared  with  the  building 
of  the  Union  Pacific  or  many  eastern  lines.  The  greatest  trouble  was 
found  in  the  distance  of  the  work  from  the  older  parts  of  the  country 
ano  ^high  cost  of  transportation.  The  labor  problem  was  solved  by  the 
employment  of  foreign  laborers,  largely  Irish,  j.  In  fact  tie  road,  was 
built  almost  entirely  by  this  class  of  workmen.  At  one  time  nearly  ten 


\ try " 

'Ost  oi  the  bonds  taken',, contractors 
pany  after  the  Schuyler  frauds  , when  the 
had  droppd  to  64. 

-.:.he  following  e dotations  are  taken  from 


we.re  returned  to  the  com- 
^3?  ice  of  seven  per  cents 


the  report  of  the  board  of 


dirppt  ay>  ~ ^ ^ kj jic  uuaiu  uj_ 

’ . . “ November  7,  1854,  c robed  in  Railway  Times,  November  25th 


:>f  ! 


’’The  f orty 


1854: - Sneaking  of  the  portion  near  Decatur  it  states 
miles  includes  a section  of  country  extremely  unhealthy  and  of  a 
broken,  uneven  character,  which  circumstances  have  presented  great 
obstacles  to  the  prosecution  of  the  wrork  and  Ir.ve  caused  serious 
delay  upon  this  the  third  division.  During  the  summer,  it  was  foud 
impossible  to  continue  work  and  until  recently  the  prevelance  of 
malignant  fever  andA^coiera  in  ths  vicinity  of  the  low  marshy  tract 
several  miles  in  extent  almost  suspended  operations. . . ” 

"Relative  to  the  expenditure  upon  the  construction  of  this  line, 
the  original  estimate  of  Colonel  lason  was  816,500,000  has  ad- 
vanced vised  in  the  report  of  the  President. ...  and  after  he  had 
closed  his  agreements  withe  ontractors  for  nearlly  all  the  divis- 
ions he  had  left  a margin  x considered  fully  ade  uate  for  contin- 
gencies. The  rade  of  wages  throughout  the  state  was  at  or  below 
one  dollar  per  day , with  abundance  of  labor.  last  December,  owing 
to  the  immense  demand  for  railway  laborers  an  general  advance  in 
the  rates  of  labor  from  $1.25  to  $1.50  ner  day  was  paid  for  common 
labor  and  from  $2.50  to  $3.00  per  aiem  for  masons,  carpenters , etc . 

~ direct  conse  uence  of  this  was  the  failure  of  several  of  the 
contractors  to  iuifill  their  obligations  and  the  demand  by  others 

for  increased  rates  upon  their  estimates None  of  the  cont^ac 

! continued  on  page  72. 
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thousand,  men  were  working-  on  the  road,  but  the  need  of  help  on  the 
farms  and  demand  by  other  railroads  prevented  the  Central  from  keeping 
all  the  men  it  needed.  The  brans per  tatio  of  materials  also  caused 
much  expense  and  trouble.  liails,  bridge  iron,  equipment^ and  other 
railroad  materials  were  carried  from  the  eastern  states  and  England  to 
Cairo,  Chicago, and  Dunleith  by  water.  Froni  thes  e places  they  were 
either  hauled  by  wagon  across  the  country  or  else  carried  on  the  ri- 
vers, tie  canal .and  the  Galena  and  Chicago  Union  railway  as  near  the 

construction  work  as  possible  and  then  hauled  by  wagon.  This  method, 

. — 'v*  w ? .<_  f'Te  / — wv. 

at  best,  was  slow  and  expensive,  and. 'considerable  delay  wswb-  caused. 
Supplies  for  the  men  were  hauled  long  distances  by  teams,  as  most  of 
the  country  through  which  the  road  went  was  sparesely  settled. 


()  (Continued  from  page  71)  tors  did  or  would  receive  the  bonds  or- 
iginally agreed  upon  in  part  payment  and  the  company  were  obliged 
to  pay  advances  of  25-  on  nearlly  all  of  the  labor  upon  the  line, 
which  has  increased  its  cqqt  upwards  of  two  million  dollars. 

'Early  this  summer  the  aolera,  in  its  most  virulent  form  ap- 
peared in  Illinois.  The  laborers  reft  the  road  en  masse.  It  was 
hoped  than  work  would  be  continued  and  the  lives  of  our  valued 
chief  engineer  and  others  engaged  in  the  superintendence  of  the 
construction  were  at  great  hazard.  At  this  critical  moment  a 
crises  in  rail-way  affairs  occured  which  r endered  the  negotiation 
of  the  best  railway  securities  almost  impossible.  This  company's 
payments  amounting-  maturing  in  July  and  August  exceeded  two  mil- 
lions of  dollars.  The  absolute  necessity ...  to  complete  the  main 
line  has  involved  a large  monthly  expenditure  and  our  payments 
since  July  1st  exceeded  A, 300, 000.  This  has  been  accomplished  by 
by  the  unremitted  attention  and  personal  exertion  of  the  members 
of  the  board  for  the  last  four  months fI 

The  Irish  laborers  employed  upon  the  railroad  were  a lawless  set 
of  men  and  created  considerable  trouble  in  the  territory  where 
they  were  working.  The  men  were  kept  in  camps  near  the  construc- 
tion work,  but  frequently  they  would  escape  their  foremen  and 
become  gloriously  drunk.  At  these  times  the  laborers  were  a grave 
menace  to  the  citizens,  especially  the  reople  on  the  isolated  farm 
houses.  Frequent  clashes  took  place  between  the  citizens  and  the 
laborers.  However,  many  of  the  men  emu.' love  a on  the\  railroad  re- 
mained in  the  country  and  took  up  farms  and  become  valued  citi- 
zens. quite  a large  number  of  the  families  along  the  Illinois 
Central  originated  with  laborers  employed  on  the  road. 
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In  spi  oe  ol‘  these  obstacles  the  work  pro?  resseo  rapidly.  Accor- 
ding to  the  charter  the  main  line  was  to  be  comPledect  within  four  years 


the  time  of  completion  of  the  Galena  branch  four  years  and  provided 
ohao  the  construction  of  fifty  miles  of  track  between  Pa  Salle  and 


Bloomington  by  June  15,  1853  would  satisfy  the  requirements  of  the 


tors  to  complete  the  railroad  as  soon  as  possible.  The  company  was  in- 
corporated on  ohe  10th  of  February,  1851  and  legally  organized  the  IPoh 


of  the  road.1'  Other  sections  were  completed  in  rapiu  succession  until, 


$200,000  as  a guarantee  of  good  faith  and  that  this  sum  should  be 
forfeited  unless  the  prescribed  portion  was  finished  within  the 
specified  time  limits. 

4 Cf.  page  45. 

5 Cf.  page  53. 

L.6  Cf.  pages  61,62. 

4 The  following  ''History  of  f'onstruction"  is  taken  from  the  Chicago 

i 4 Daily  Democrac tic  Press,  being  quoted  in  the  American  Bailroad 

Journal,  October  25,  1856 : --"Publishedpontracts  were  first  ma.de  in 
June,  1852,  ano  the  grading  of  the  1st,  2nd,  6th,  8th,  9th,  and 
10th  divisions  let.  On  the  14th  of  October  following  the  3rd, 

4th,  5th,  7th,  11th, and  12th  were  put  under  contract. 

In  July  the  first  instalment  of  the  first  English  loan  was  piad 
and  it  was  not  until  this  payment  had  been  made  that  the  origina- 
tors of  the  enterprise  had  confidence  in  its  success.  In  :arch, 

1853,  Colonel  Mason  was  elected  Superintendent.  

(Continued  on  page  74)  ' 


and  the  branches  within  six,  or  by  September,  1855,  and  1857,  respec- 
tively, but  the  acts  of  June  23,  1852  and  February  12,  1853/  extended 


charter.  The  provision  of  ohe  charter  and  amendments  setting  a oime 


ithin  which  the  road  had  to  be  finished  and  the 


large  investment  in  the  property  foiled  the  direc- 


of  the  following  March. ^ On  May  2 : ' no  of  the  next  year  ohe  portion  from 


Chi  cage  do  • ensingt.cn  was  finished  and  contracts,  let  for  the  remainder'’ 


& M 

by • the  1st  of  January,  1855,  all  the  main  line  anc  over  half  of  the 
Galena  ana  Chicago  branches  v ere  in  o , erationw^*  During  the  next  six 


I*  1 Paragraph  3,  section  15,  charter. 

2 Acts  of  June  23,  1852,  and  February  12,  1853,  section  I.  Of.  Apen- 


/ / _ y / — — J 

dix. 

3 Ibid.  The  charter  provided  that  the  company  should  deposit 
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months  the  remainder  of  the  Galena  branch,  ana  the  Chicago  branch  as 
far  south  as  Mattoon,  was  finished,  leaving  only  the  line  from  the 
St.  r.ouis  and  Terre  Haute  railroad  to  C'entralia,  seventy  seven  miles, 
incomplete.  The  financial  difficulties  of  1855,  lack  of  labor. and  the 
fact  that  the  company  already  had  a connection  with  the  main  line  by 
way  of  the  Great  Western  from  Tolono  to  Decatur  and  tlhe  Terre  Haute 
road  from  Mattoon  to  Pana,  made  it  unadvisable  to  finished  the  work  be- 
fore  September,  1856.  The  last  rail  was  laid  on  September  26%h  etrtd- 


the—ejatrire- -system  was  thus  fully  completed . 


% 


"sh  American  Railroad Journal , October  25,  1856. 

IbioT 

# s (Continued  from  page  73)  On  the  16th  of  May  the  first  sixty  miles 
^ of  the  Illinois  Central  from  Da  Salle  to  Bloomington  was  opened 

for  business^ and  the  company  commenced  working  the  road  on  its  own 
account.  The  following  are  the  dates  of  opening  by  sections: -- 


LaSalle  to" Bloomington 

60 'miles 

~ May  16,  1853. 

Bloomington  to  Clinton 

23 

March  14,  1854. 

Clinton  to  Decatur 

22 

October  18,  1854. 

Cairo  to  Sandoval 

118 

November  22,  1854 

Decatur  to  Sandoval 

85 

January  1,  1855. 

GALENA  BRANCH, 
Mend. ota  tc  'a  Salle 
Freeport  to  Warren 
Warren  to  Scales  Mound 
Scales  Mound  to  Galena 
Mendota  to  Freeport 
Galena  to  Dunleith 


LASALLE  TO  pUNEEITH,  146  MILES. 

T6  miles  November  14,  1853. 

25  " January  9,  1854. 

14  " September  11,  1854. 

12  " October  30,  1854. 

62  " February  1,  1855. 

17  " June  12,  1855. 


CHICAGO  BRANCH.  CHICAGO  TO  QENTRALIA , 250  MILES' 


Chicago  to'  Calumet 
Calumet  to  T'ankakee 
Lankakee  to  Spring  Crreek 
Spring  Creek  to  Per a 
Pera  to  Urbana 
Urbana  to  Mattoon 
Mattoon  to  Central ia 


May  15,'l852. 

July  11,  1853. 
December  2,  1853. 
May  18,  1854. 

July  24,  1854. 

June  25,  1855. 
September  27,  1856. 


As-  most  of  the  territory  through  which  the  Illinois  1 entral  passer 
was  but  thinly  inhabited  the  stations  established  by  the  company 
grew  into  villages  and  cities.  In  conseq  uence,  the  naming  c. 
these  places  develved  upon  the  officers  of  the  company,  especia-x.li 
Mr. Calhoun,  the  Local  Treasurer.  Most  of  the  towns  were  gi^en  ,.n- 
dian  names,  while  nearly  all  the  others  were  named  alter  various 
persons  connected  with  the  organization  of  the  railroad:-  Among 
(Continued  on  page  7\) 
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FORMADv OPENING  OF 
THE  RAILROAD  IN 
SEPTEMBER,  1856 


Although  formally  opened  in  September,  1856.  the  railroad  was  only 

partially  completed.  Many  of  the  station  buildings  were  not  built, 

fencing,  ballasting,  construction  of  levvees  and  piling  at  Chicago, 

MUCH  CONSTRUCTION  Cairo,  La  Salle .and  Dunleith  was  incomplete,  and 
W0RK\P0NE\  AFTER 

much  of  the  bridge  and  culvert  work  “was  of  a tem- 
porary nature.  The  equipment  was  also  inadequate. 

dU 

Thus,  the  expenditures  during  the  fall  of  1856  and  sc±i"of<  1857,  were 

H-nd. 

very  large.  By  the  close  of  the  latter  year  everything  was  finished^ eA 

Xtr  P'M -frw 

further  construction  work  was  confined  to  extensions  and. ' the  demands  of 

77 

increasing  traffic.^ 

Compared  with  the  present  charter  lines  of  the  Illinois  Central 

the  construction  was  poor  and  equipment  almost  ludricously  inadequate. 

Only  a portion  of  the  road  was  ballasted  with  gravel,  none  with  stone. 

The  embankments  were  narrow  and  the  roadbed  was  greatly  inferior  to 

present  Illinois  Central  standards.  Bridges,  culverts, and  trestle  work 

C OBSTRUCTION  AND  was  weak  and  unadapted  to  heavy  loads.  Freight 

EQUIPMENT  IN  1857 

POOR  COMPARED  WITH  houses  were  poorly  arranged. and  the  terminal 
PRESENT  ILLINOIS 

CENTRAL  Standards  yards  were  a mere  collections  of  tracks,  without 

any  definite  system.  Locomotives,  both  freight  and  passenger,  were 

u.  A L- 

light,  the  heaviest  weighing  only  thirty  tons,  and^ used  wood  instead  of 

-Dgv 

coal.  Eight  tons  was  the  maximum  load  freight  cars,  wThile  the  pro- 
portion of  tare  to  net  load  was  about  one  to  one.  In  1857  most  ox  the 
coal,  and  some  of  the  house  cars,  had  only  a single  pair  cf  trucks, 
while  those  possessing  two  trucks  were  classed  as  two  cars.  The  pas- 
senger equipment  lacked  most  of  the  conveniences  now  regarded  as  essen- 
tial  steam  heat,  air  brakes,  ventilators,  improved  springs,  automatic 

couplers,  vestibules,  good  lights.  No  sleeping  cars  were  included  in 

the  equipment  of  the  road  when  finished 

Annual  Report,.  Illinois  Central  Railroad,  ^LLS^hRtition 
-&.*7  g ibid.;  cf.  chapters -in  Ringwalt,  Development  _gt  E 

in  the  Uni ted  states . _____ 
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However,  the  Illinois  Central,  in  1857,  was  the  best  built  rail- 
road in  the  tie st  and.  as  good  as  most  eastern  lines.  The  total  cost  of* 
construction  was  826,568,017.61,  or  )37,600  per  mile,  of*  which  some 
twenty  one  millions  was  expended  on  roadway,  buildings,  etc%  In  no 
sense  of  the  word  could  the  construction  work  be  regarded  as  temporary. 

IL“  Passenger  and  freight  stations  and  other,  build ings 
LINUIS  Y^TRAL  ~ 

BUIT' were  of  a permanent  character,  generally  stone  or 
III  THE  COUNTRY.  brick.  The  roadbed  was  wTell  built,  according  to 

the  standards  of  the  time,  and.  was  laid  with  he&scy  sixty  pound  iron  T 

go 

rails,  placed  on  chairs.^  Sidings  were  ample  for  the  traffic  of  the 
period ?and  much  of  the  line  was  adapted  for  double  tracking.  bridges, 
were  made  of  ihon,  with  stone  abutments  ^ and.  the  culverts  were  general!:/ 


>2 


Cf.  bhartser  vi,  pa**es=&&3  and  •'gprendix^p/i^e-2 

The  rails  were  of  exceptionalTy  good  material  and  according  to 
Hr.  Ackerman;  some  of  them  were  in  use  as  late  as  1881.  or8 -43 . 
(Continued  from  page  74)  or  otherwise  of  interest 
the  places  named  by  Mr.  Calhoun/the  following  are  the  most  im- 
portant : - 

Matteson,  named  after  Governor  Joel  Mattes on;  Monee,  of  the  Pot- 
towatomie  tribe,  was  the  wife  of  the  Indian  trader  Joseph  Bailey; 
Peotone,  "A  Pottawatomi  Indian  word,  meaning  bring  or  come  here".: 
Manteno,  Probably  a corruption  of  Manitou  or  Manito--Algonquin  for 
spirit.  Another  authority  states  that  Manteno  is  the  Pottawatomie 
for  Soldier's  Village. 

Kankakee,  taken  from  the  French  name  for  the  Kankakee  river;  Ash- 
kum.  Named  after  an  Iriduos  Indian  chief,  meaning  "more  and  more". 
Paxton.  Taken-frem-ene-ef-  Named  sc  by  James  Mix  of  ^ankakee  in 
honor  of  Sir  Joseph  Paxton,  about  the  tine  the  latter  was  largely 
interested  in  immigration.  LTJLLOW.  Named  after  Thos.  YJ,  Ludlow, 
of  New  York,  one  of  the  incorporators  of  the  Illinois  Central  Rail 
road,  as  appears  by  the  charter.  It  was  called  Pera  prior  to 
1868,  bjr  J. B. kCalhoun.  Ranl'oul.  Named  at  the  request  of  W.P  Bur- 
rail,  at  one  time  president  of  the  Illinois  Central  Company.,  after 
Robert  Rantoul,  Jr.  CHAMPAIGN.  Urbana,  the  country-seat,  adjoining 
on  the  east,  was  settled  by  emigrants  from  Urbana,  Champaign, 
County,  Ohio,  who  named,  the  new  settlement  after  their  old.  home. 
T0L0N0.  Named  by  placing  the  vowel  o three  times  thus,o-o-o, 
and  filling  in  with  the  consonants  t-l-n,  forming  Tolono,  by  J. B. 
Calhoun,  who,  in  company  with  J.  Conait,  purchased  the  land  and 
laid  out  the  town.  Mattoon.  Received  its  name  from  a person 
bearing  the  name  of  J.  Mattoon,  of  Barnes,  Pehlps  and  Mattoon  ox 
Springfield,  Mass.,  who,  as  contractors,  built  the  Terre-Haute  <? 
Alton  Railroad,  -ff!  ^ ^ 
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built/bi  stone.  The  line,  - following  the  original  surveys,  was  straight 

/ and  free  from  heavy  grades  or  sharp  curves.  Terminal  facilities  were 

/ 

^ ample  and  permitted  extensive  additions  without  a large  expenditure  for 
land  or  right  of  way.  The  equipment  was  more  than  sufficient  for  the 
needs  of  the  railroad  when  completed.  Both  loco  motives  and  freight 


and  passenger  cars  were  up  to  the  highest  standards  of  the  period  and, 

with  slight  exception,  the  rolling  stock  was  entirely  new.  On  the 

whole,  the  railroad  conformed  to  the  provisions  of  the  charter ,and  "was 

made  equal,  in  all  respects,  to  the  road  leading  from  Boston  to  Albany, 

ce 

usually  known  as  the  Great  Western,  with  such  improvements  as  experien 
have  shown  to  be  expedient. " 


TP 

15,  paragraph-  3. 
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C H A P T E R TV. 


GONG  TRU  G T I ON  MW  QEVET  .O^/IENT  ^ 1857  TO  1870. 


The  construction  of  the  roadbed  ana  builc ings  ana  the  pir  chase  of 
rolling  stock  was  merely  the  first  step  in  the  development  of  the  Il- 
linois Central  System.  Traffic  had.  to  be  secured,  markets  fount  for 
c*he  products  of  the  territory  tributary  to  the  railroad,  a,nc  the  agri- 
cultural and  manufacturing  interests  of  that  region  stimulated;  an 

operating  organization  was  necessary  and  provision  had  to  be  maide  for 
V 

CONSTRUCTION  On  THE  the  rapid  and  economical  handling  of  both 

ROAt)  MERELY  THE  FIRST 

STEP\IN  THE  DEVELOP-  freight  and  passenger  business  § 4s  a further 
MENT  OF  THE  ILLINOIS 

CENTRAL  SYSTEM,  step^ there  came  the  formation  of  traffic  al- 

liances with  connecting  or  branch  railroads,  trackage  agreements  for 
the  use  of  certain  desirable  pieces  cf  brack,  organization  andnainben- 
ance  of  pools  ana  similar  arrangements,  ana  finally  the  physical  exten- 
sion of  the  railroad  through  the  lease  of  clo  lines  or  the  construction 

✓ 

of  new.  These  were  the  problems  before  the  management^ in  1857  and 
their  solution  is  the  real  history  of  the  company. 

JLjLa.sC-Xt-'  b * ^ 

The  organization  of  the  various  departments  was  a ^grad i •. al4 cWscJLu- 

* u 

During  the  first  three  years  of  construction  the  operating  side 
was  hanalea  by  the  Chief*  Engineer,  Mr.  P/Eason,  and  the  net  receipts  from 
the  traffic  went  directly  into  the  construction  account.  later  Mr. 
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Maaon  was  niaae  general  Super intent  ent , and  a separate  operating  depart- 
iaeno  was  created.1  In  1856  Mr.  Arthur  was  made  general  Superintendent 
in  place  of  Mr.  Mason,  who  resigned, ^ano  he,  ,in  turn,  was  succeeded  by 
Oeorge  B.  McCllellan,  Commander  in  Chief  of  the  federal  armies  curing,, " 
die  oivil  rar.  By  1655  most  of  the  roaa  was  completed  ana  the  traffic 
was  large  enough  to  make  a complete  operatrcii  organization  necessary. 


Accordingly  traffic,  maintenance  of  way  ana  equipment, 

REGULAR  OPERATING  anci&l.ana  legal  departments  were 
DEPARTMENTS  OR- 
GANIZED IN  1855-56  aer  the  supervision  of  the  General 

S H 

The  president  aid  not  transfer  his  offices  to  Illinois 


operating,  fin- 
established  un- 
superintendent  . 
until  several 


years  after  the  construction  of  the  road  and  the  board  of  directors  has 


always  kept  New  York  as  its  official  meeting  place.  For  that  reason  it 
was  necessary  to  have  some  ranking  executive  officer  in  Chicago, and 
Mr.  Arthur,  Mr.  McClellan ^and  their  successors  in  the  office  of  General 
Superintendent  had  full  charge  of  all  operating  matters,  subject,  of 
course,  to  the  approval  of  the  president  and  board  of  directors,  other- 
wise the  organization  of  the  railroad  was  similar  to  that  of  other  com- 
panies doing'  the  same  kina  of  work. 

As  soon  as  a stretch  of  track  was  completed ^freight  and  passenger 
service  was  coimuenced/ano:  the  train  service  of  the  company  was,  thus, 
£u_g,radual  evolution.  In  the  passenger  department  the  standard  service 
was  two  trains  a aay  in  each  direction  over  all  important  sections  of 
FREIGHT  AND  NAB-  the  roaa.  In  acaition  such  extra  trains  were  run  as 

senger  Train 

SERVICE  CREATED  the  traffic  demanded,  but  from  1857  to  1870  this 
stanaard  of  two  trains  a c ay  in  each  c irec  tion  was  maintaineG.  r,1he 
freight  traffic  was  mere  irregular  ana  the  service  conformed  to  the 
special  neeas  of  the  season.  To  1859  the  train  mileage  cf  the  -tw-fe 


Ackerman,  Early  Illincis  Railroads,  page.  43. 

Ibiu. , p«jgj£;  44. 

^ePdrt,  Illincis  Central  Railroad,  1855  1870. 
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i ^ W^t  t>  *\c  V . 

remained  about.  the  same,  wi th  the  passenger  brain  mileage  in 

ontj  lead  As  I reight  traffic  developed ^it  became  necessary  bo  in- 
crease the  number  of*  brains  until  by  1870  there  was  an  average  of*  five 

x~~ 

freight  brains  a hay  in  each  c irection.^  By  that  time  mos  b of  the 
mixeci  trains  haa  been  taken  of f ^anc.  the  separation  of  the  two  branches 
was  C0Iaplet'e*  In  acio.ition  to  the  regular  passenger  service  the  company 
established  a suburban  service  from  Hyde  and  la be# h towns  as  far 

south  as  Kensington  to  Chicago. % Prom  the  commencement  of  passenger 
service  she  trains  carried  both  mail  ana  express.  According  to  the 
federal  act  of  September  20th,  1850,  the  railroad  was  obliged  to  carry 
whao  mail  the  °ost  Office  Department. directed  on  terms  prescribed  by 
Congress. * Mail  was  handed  on  all  regular  trains, and  the  Illinois  Cen- 
tral became  one  of  the  most  important  arteries  of  the  ^ost  Office  De- 
partment. The  Adams  Express  company  was  given  a monopoly  of  the  ex- 
press business  in  1856^ana  a regular  system  was  ins tailed.^ 

Even  before  trains  were  put  in  operation  it  was  necessary  to  issue 
tariffs.  Rate  matters,  however,  were  in  a chaotic  condition  ana  no 
formal  tariff  sheets  were  printed.  in  some  respects  the  regulations 

as  to  the  making  of  rates  were  much  stricter  than  in 
later  years.  The  number  cf  different  rates  was  small 

anu  it  was  an  easy  matter  for  the  general  Superintendent  or  even  the 

L . otiisr 

resident  uo  adjust  the  charges  personally.  On— sfeei/hancUmosb  ship- 
pers regarded  railway  rates  in  the  same  light  as  ordinary  business 
transactions  a matter  of  individual  bargaining .and  tariffs  were  often 
adjusted  by  the  local  station  agent.16' 


TARIPP^  M4TTJ  HRS 
IN  A 
CONDI 


{ATT! 
CA.0TIC 
CTION  , 


Jr  Anriual  t^P.cT ^ Illinois  Central  Railroad,  1855  ***1869 

* Ulici.,  1870. 

IMd.  . 1856.  Vo 

Act  of  September  20sfc,  'Section  6. 

* t 111 inoia  Cental  Bailroad,  1866. 

station  agent  at  Calumet  18S7. 
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The  railroad  was  just  getting  the  various  departments^wt*ii«efl 

” * ,■  development  of  tire  road  and 

country  tributary  to  it  was  arrested  by  the  panic  of  1857,  the  arsim- 

ment  of  that  yeaj^ana  a series  of  droughts  ant.  crop  failures.  ?he 

traffic  of  1856  and  the  early  part  of  1857  promised  a 
rapid  development  of  the  business  of  the  oompany^whep  bh-ire  hepes-were 
rugely-snf;.tt^re«-  by-  -at^-jAnie-  - by  the-jieisporaryLas  - 

PANIC  AND  ASSIGIfiffiNTP 
OP  1887  vAND'  CROP 
FAILURES  ARREST 
QROWU  OP  THE  RAIL- 
ROAD UNTIL' 1860 


t /Mr 

ai-gniftont, — — thxs — 

In  the  last  three  or  four  months  of  the-^kr. 
shipments  ano.  earnings  decreased  considerably. 
Tne  next  year,  1858,  a severe  drought  ruined  much  of  the  corn  a.nc  wheat* 
ano  in  1859  prices  for  grain  were  so  low^the  farmers  did  not  find  it 
profitable  to  market  ife  g corn  and  wheat^the^Amek % Instead,  of  the 
income  of  the  road  increasing  it  actually  declined  in  these  two  years, 
ano  the  net  revenue  did  nob  provide  for  a third  of  the  interest  char- 
ges ^ccj. uing  curing  the  period.^  New  construction  work  was  suspended, 
purchases  of  equipment  cancelled ^ana  maintenance  work  reduced  as  much 

as  practicable,  but  even  these  savings  did  not  prevent  the  decrease  in 

* -r  v.  i 

net  earning s . The  shareholders  were  forced  to  pay  assessments, 

anc  ohe  railroad  received  a setback  which  was  not  overcome  for  three  or 

>3 

four  years 

By  1860  conditions  were  again  normal^ and  the  first  few  months  of 

1861  were  the  most  profitable  the  company  enjoyed  to  that  time.  But 
_ "tLv.v;iridku-{} 

-.his  prosperity  was  ^gain  chfeckedbAtthis  time  by  the  commencement  of 
-.he  Civil  'Far.  State  troops  were  rushed  to  Ca,irc  tne  first  week  in  May. 


< 


AO 


J Annuli  Bepprt,  Illinois  Central  Railroad,  1855  ^cT  1857 

«'(l  ibid.,  1858,  1859. 

^ 207  and -ohar  o, 

^’3  Ibid.,  i860. 
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an.,  during  the  next  four  years  the  regular  business  of  the  railroad  was 
constantly  interrupted  by  the  demands  of  the  Government/4'  The  outbreak 
of  hostilities  destroyed  southern  shipments  of  grain  and  merchandise 
from  Cairo  ano,  for  a time,  checked  the  growth  of  Illinois.  Traffic 
gggSft&g  declined  ano  the  officials  of  the  company  were  left 

COMMEKC^St  of  Wlt’hout  Tlans  cn  account  cf  the  rapid  change  in  af- 
j H.  CIVIL  A'?  fairs.  At  the  same  time  the  working  force  cf  the  com- 
pany was  disorganized  by  the  enlistment  of  men  in  the  army  and  the  sud- 
den demands  of  the  "hr  Department  for  transportation  of  troops  or  sup- 
plies.'8' Thousands  of  wen  were  sent  south  to  Cairo  via  the  railroad  r.,nd 
immense  quantities  of*  grain,  meat,  amunition^and  other  materials  for 


In  all  cases  prece- 


the  armies  were  fcrwarcied  in  the  same  direction, 
aence  was  given  tc.  trains  carrying  troops  or  government  supt>li^8;ana 
the  regular  working  of  the  road  was  constantly  delayed.  Moreover, 
these  sudden  calls  reduced  the  amount  of  equipment  available  for  other 

uses, and  the  company  was  compelled  to  ray  heavy  damages  for  failure  to 

.-’urnish  cars.'*5 

Nevertheless,  the  war  aided  the  railroad,  more  than  it  damaged  it. 

The  development  of  manufacturing  in  the  eastern  states  an,  the  needs  of 
tne  army  qt.tec  a demand  for  the  products  of  Illinois  and  several 
times  as  much  grain  was  handled  curing  the  closing  years  of  the  war  as 
m.  185V  to  I860  A Furthermore,  the  army  traffic  was  profitable,  al^oug 

OPB!)1  II J j^-qis : and  ,Ae  p-cvlslons  of  the  land  grant  act  anc  the 

THE  IlLlipK  ‘CENTRAL  charter  compelled  the  company  to  carry  both 

troops  ana  supplies  at  reduced  rates.  From  1868  until  the  close  cf  the 

war  the  railroad  was  utterly  unable  to  handle  the  freight  offerred  it.*V'7 

V'C  _ — — - 

Ulincis  Central  "RailroaP,  1861  ' ■to" 1865 

My,  ie“’  g^^Unoia  Hailr^;  pp.  4^46  ' 
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As  a result  both  gross  ana  net  earnings  increased  more  than  two  f ole 
curing-  the  coni  lie  t*ano  in  1865  were  sufficient  to  provide  for  c ivi- 
denas  on  all  the  stock  outstanding.*  The  same  influences  which  brought 
about  the  traffic  development  of  the  Civil  War  period  uroi  uced  an  even 
greater  growth  in  the  next  five  years^anci  the  earnings  of  1869  and  1870 
were  well  aheac  of  those  of  any  previqi.  years > w 

On  the  other  hanc  the  * Civil  ^aia  inflicted  almost  incalculable  in- 
jury upon  •frfae  system.  The  Illinois  Central  was  primarily  a north  and 
ana  Rm  r.h  .a-nc  the  officials  of  the  company,  in  1859  ano  I860, 

had.  managed  to  build  upa  fairly  lucrative  trade  with  the  southern  I.ffi s — 


CIVII,  wa?u  PREVENTS 
THE  ILLINOIS  CENTAL 
PROM  DEYSLOPINd  ALONG 
NORTH  AND  SOUTH  LINUS 
AS  ORIGINAL!  Y INTENDED 


sissippi  Valley  states.  Thfe — was— -ems-troyed 
by  the  war  ano  for  four  Years  all  ^he  grain 


traffic  of  the  ^est  was  sent  east  to  the  At- 
lantic seaboard.  Mhen  the  war  was  over  the  resources  of  , the  south  were 
gene  ana  the  company  was  unable  to  revive  its  north  and.  south  busings 
for  a number  of  years.®  The  prosper! -iy  of  the  nerior  under  c-iscussion 
was  unnabural9anct  events  occurirv  after  1870  inflicted  serious  damage 
upon  the  company. 

Most  of  the  growth  of  business  from  1857  to  1870  rccurec  on  the 

A 

charter  lines  of  the  company,  but  it  was  ai#  ed  by  a number  of  exten- 
sions anc  traffic  alliances  made  at  various  times.  The  Illinois  Cen- 
tral  was  built  in  the  shape  of  a Y and  consisted  entirely  of  main  line, 

alt,iloueh  tjhe  Portion  from  Chicago  to  Centr-lia  and 
CO  N^j  TIONS  from#.  Dubuque  to  La  Salle  were  classed  as  branches . 

As  a result  the  territory  Girectly  tributary  was  confined  to  the 
limited  area  within  fifteen  or  uwenty  miles  of  the  tracks.  Moreover, 


t i 


^ ° Annual  Report.  Illinois  Central  Railroad,  1865. 

Ibid. , 18615,  1870. 

^ v°  * » 1861^-  b&Gfi  if,-  Report— c f Anno  inter  by  the 

English  ana  Putt,.,#  lc  ?rs,  1877. 
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KjjtO  ■ 

there  was  no  connection  between  the  Chicago  branch  and  the  main  line, 
resulting  in  great  inconvenience  to  ^he  company.  As  a remedy  for  the 
first  of  these  evils  the  company,  from  1855  to  1870,  built  up  a system 
of  semi -subsidiary  branch  lines.  Until  a.fter  1860  the  Illinois  Central 
was  the  largest  and  strongest  railroad  in  the  central  west  and,  thus, 

$ . 7 

was  in  a position  to  assist  seller  roads.  In  pursuance  of  such  a 
policy,  the  railroad,  either  by  cirect  action  of  the  directors  or  else 
through  the  personal  efforts  of  individual  members,  helped  several 
east  anc.  west  lines.  Among  the  most  important  were  the  Great  Western 
(now  the  Wabash)  from  the  Mississippi  to  Danville;  the  Terre  Haute, 
Altcn^and  St.  Louis  (St.  Louis  Division  of  the  C.C.C.  & St.L.)  from 
Alton  to  Terre  Haute;  the  Ohio  and  Mississippi  (Baltimore  and  Ohio 
Southwestern)  from  Illinois town  (E.  St.  Louis)  to  Cincinnati;  and  the 

Z'f  r ■ — ^ 

Mineral  ^oint  (Chicago,  Milwaukee  and  St.  Paul).  * All  of  these  lines 

7*3^1855  to 

1865  or  1866  the  cost  of  rail  transportation  made  it  impossible  for 

them  to  carry  grain  from  Illinois  eastward.  Moreover,  several  of  the 

companies  were  without  eastern  connections  until  the  earlj/  sixties. 

In  addition  to  the  transverse  or  semi-branch  roads  the  Illinois 

Central  lent  its  aid  to  four  other  companies  in  an  effort  to  establish 

a connection  between  the  two  arms  of  the  system.  In  1852  or  1853  an 

arrangement  was  made  with  the  Galena  ana  Chicago  Union  .by  which  the 

latter  should  not  builc  its  line  beyono  Freeport,  but  instead  should 

ATTEMPTS.  T(D  ^RO-  use  the  tracks  of  the  "Central”,  while  the  latter 
VIDE  XCOI'JKECT  I ON 

BETWEEN  THE 'MAIN  should  have  trackage  rights  over  the  former's  line 
LINEi  AND  THE  - CHI-  ^ 

CAGO  BRANCH  from  Freeport  to  Chicago. **8  From  1854  to  1858  or 

1859  ohis  connection  proved,  of  great  service  to  the  company.  But  about 

185/  disputes  ai*ose  between  the  two  railroads ? and  the  Illinois  Central 

"tepert,  Illinois  Central,  1855  to’*  1870 

* Ibid.  4 
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have  developed  into  important  east  ano  west  ^truak 
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was  able  to  make  more  aavantagous  arrangements  with  the  Chicago  and 

\V''"Vr  an.  5 

Northwestern  at  Dixon  and  later ■ the  Chicago  and  Burlington  at  Mendota.* 
None  of*  these  agreements  allowed  the  "Central”  any  profit  on  the 
transfer  of  freight  between  the  branches,  while  the  movement  of  equip- 
ment  was  hancicappea.  The  result  was  a thirci  attempt  to  establish  a 
sadism ac dory  connection.  rhis  time  it  assisted  the  Iogansport,  Peoria ^ 
ana  Burlington,  later  the  Peoria  and  Oquaka,  (now  the  Toledo,  Peoria 
and  western  branch  of  the  Pennsylvania  system)  in  floating  its  loans, 
took  part  of  the  company's  bonus  and  secured  trackage  rights  from  El- 


Baso  to  Oilman.  The  terms  were  favorable  to  the  Central  and  the  ar- 
rangement was  made  permanent  by  a Provision  that  a certain  per"  cental 
c±  'hie  gross  earnings  of  interchange  business  shoulo.  be  invested  in 
Peoria  and  Oquaka  bonds.  Through  trains  were  run  from  the  main  line 

X 

to  the  branch  and  the  arrangement  was  sc  satisfactory  it  was  continued 
until  the  company  built  its  own  line.  At  various  times  prior  tc  186C 
-.me  tracks  of Goatpanies  were  used  to  provide  a connection  between 
the  tW(.  p r 'i»:_  cf  due  sys  jem,  ns 


the  Great  Western,  Terre  Haute, 
Alton  ana  St.  Louis  ana  Ohio  and  Mississippi,  but  were  merely 


temporary. 


iWv 


‘■Ivts 


In  addition  to  the  agreements  mentioned  abovey  the  Illinois  Central 


had  close  relations  with  the  Terre  Haute,  Alton  and  st.  Louis.  As  scon 
as  that  line  was  bjiilt  from  Alton  to  pana,a  trackage  agreement  was  mace 
by  which  through  trains  were  run  from  Chicago  to  st.  Louis.  In  fact 


the  Terre  Haute -II  lino  is  Central  line  was  the  first  through  3 ine  f-peM 
between  those  cities.  Relic.  trains  were  handed,  besides  coaches  and 


Annual  Report.  Illinois  Central  Raiiroaa,  1857  fccT  I860.  ^he 
cars  were  hauled  through  without  breaking  bulk. 

£ Ibid.,  1858  ■ 186B. 

Ibid. , 1855^UISB6.,  1857. 
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sleepers.  The  distance  by  this  route  was  not  much  longer  than  over 
the  St.  Louis,  Alton  anci  Cnicago  and  it  was  regarded  as  an  i aportant 
rival  of  tne  latter,  especially  from  1857  to  1860.^  Towaros  the  close 
of  tne  perioc  a further  connection  was  established  between  the  Illinois 
TERREL  HAUTE,  ALTON  Central  and  St.  Louis  by  way  of  the  Belleville, 

* ST J wni"  ■•••'> ' ■ 

CONNECTION  HETITBEN  tfflT  Southern  Illinois  ana  DuO.uoin.  The  Bol-I-e*-  ^ 
ST.  T.iOUISsi  ANt)  IL-  ^ -y* 

LINO  IS  CENTRAL  -vilLe  -ana  IIM-ncirs-town,  l^sb&ed — to  the  Terrre 

Haute  ccmpanjr,  was  finished  in  186°. and  through  connections  were  i?n- 

meaiately  established.  Three  express  trains  a day  in  each  direction 

were  run  from  St.  Louis  to  Cairo  and  the  "Cairo  Short  Line"  as  it  was 

tenuect  proven  profitable  for  both  companies. ^ 

While  these  arrangements  were  of  great  value  to  the.  Illinois  Cen- 

<\ 

tralrit  mace  tne  serious  mistake  cf  pursuingAtoo  conservative  -a^  course. 

Several  of  the  roans , for  example . the  Mineral  Point,  Great  Western, 

Peoria  and  Oquaka  ?anc.  Chicago,  Fulton  am  Iowa  ( Northwestern)  coul< 

COMPANY  COMMITS  have  been  leasea  or  purchaser  on  favorable  terms. 
SERIOUS  Jit  STAKE 

IN  NUT  KEBPINCj  If  this  hac  been  acne  it  woulc  have  preventer  their 

POSSES  &ION\jOFn 

CONNECTING  LINES  development  into  rival  sys  terns , anc  woulc  also  have 
furnished  the  "Central"  with  the  necessary  branches.  Tnsteac. , loose 
traffic  agreements  were  made  ana  all  of  these  lines  grew  into  strong 

v C(.  U.V..LC 

competitors,  while  tne  Illinois  Central  in  1870  h&o  no  branbh.or  con- 
necting  lines.  of. 

There  was  one  exception  to  this  statement,  of  all  the  railroacs 
connected  with  the  "Central"  from  1856  to  1870  only  one  became  a per- 
manent  part  of  its  system.’  This  was  the  Dubuque  and  Sioux  City  Rail- 


'1 Annual  Report,  Illinois  Gentral  Railroad,  1856f£;  cf.  advertise- 
ments in  St.  Louis  newspapers. 

* ^ Ibid. 

%'>*>  Railroad  Gaze  tie,  . II,  ^ 252. 

Report  Of  the.J3elagat.es,  Appointee  by  the  English  anc  Dutcl 
Shareholders . 1877  ^ 
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roao  of  Iowa.  Originally  chartered  as  t he  Dubuque  anc  Pacific /before 

k*16  Wap  it  was  finis  uring  that  period,  >eing  huil  , westward 

_ 

iroiu  l>ubuque.  As  soon  as  a short  ration  beyonc  Dubt  me  was  finished 
a traffic  agreement  was  mane  with  the  Illinois  Central  for  mutual  ex- 
change  oi  freight.'8.  Both  roads  developed  rapidly N anc  by  18W  this  in- 

LEASE  OB  DUBTJQUE  terchange  of  freight  was  of  considerable  value,  es- 

AND  SIOUX: CITY 

RAILROAD  pecially  to  the  Illinois  line.^  At  first  the  M Central 

1) 

was  ljiie  only  company  connecting  the  Iowa  company  with  Chicago  or  Mil- 


waukee, but  in  1866^-1867  other  railroads,  principally  lines  now  form- 
ing the  Chicago,  Milwaukee  and.  St.  "^aul  System,  maoe  traffic  agreements 
witn  the  Dubuque  anaSicux  City  ana  threatened  to  divert  its  traffic  to 
Milwaukee.^  In  oraer  to  f event  the  loss  of  such  a valuable  feeder ) the 
Qirec 'jors  oi  tne  Illinois  Central  leased  the  Iowa  lines  for  twenty 
ye  oh  s,  the  i irs  u ten  at  thirty  five  per  cent  of  the  gross  earnings  and 
the  next  ten  at  thirty  six  per  cent,  with  the  right  of  perp&ual  lease 


3-i 


at  the  latter  figure.  I’Ke  Iowa  lines  were  easily  workec  ana,  'on  the 

ii f y A.  ' ; \ V 

whole,  this  arrangement  was  reasonable. 

„ QhJ- . . 

However.,.  she  Dubuque  ana  Sioux  City  was  builcing  two  subsidiary 
(MTU^eu^Uo 


feagii  &he  Iowa  Balls  ana  Sioux  City  ana  the  ffieoar  Balls  and 

4 

Minnesota*  *£c  obtain  the  parent  company  it  was  necessary  to  lease 

■-'he  branch  lines  on  the  latter's  own  terms.  The  EDubuque  ana  Sioux  City 

LEA  SB  OK,  IOWA  FALLS  was  built  by  nersons  closely  connected  with  the 
<fc  SIOUX  CITY  A BUR-  ' “ 

DENT  TO  THE  CENTRAL  Credit  Mcbilier  and  the  Union  Pacific  andT^p- 
plied  similar  methods  to  the  construction  of  the  Iowa  company.  A ma- 
jority of  the  boara  of  directors  of  the  Dubuque  corporation  organized 
the  Iowa  Falls  ana  Sioux  City  Railroad  Company  and  also  a construction 


^LHeport,  gubuque  and.  "icux  cj^'^y  31^  1864. 

* ‘ "^1  tWN  fe-r-j-vCCv 

\j-lo  'yyj-.ft 


^ Annual  Report!.  Triwn  A 

1,  -Idwa  Bfcato  Agricultural  Socles 
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company^ with  which  the  railroad  company  maoa  a contract  to  builn  the 
roaxt  in  return  for  a certain  amount  of  stocks  anci  bones  per  mile*  W 

i -ii 

‘(’hen  as  directors  of  the  Dubuque  ard  Sioux  City  they  leased,  “..heir  own 

road,  before  it  was  constructed,  to  the  Dubuque  and  Sioux  City  for  a 

minimum  annual  rental  of  $1500  per  raile^ which  amount  just  covered  the 

interest  charges  on  the  bcnos  they  had  agreed  to  turn  over  to  the  con- 

^ 7 

strncticn  company.^  The  Iowa  Falls  line  had  no  equipment,  was  not  com 
dieted  and  pas  sec,,  through  a thinly  settled  territory  from  which  the 
trailic  would,  necessarily,  remain  small  for  years. . While  there  is  no 
c ii  ec  t c-vioence  to  show  that  frauci  existed^  the  inference,  from  the  re- 
po.'. ts  of  ..he  House  Committee  and  the  minutes  of  the  y^oaro  of  jfirectcrs 
of  the  Dubuque  ana  Sioux  City,  is  to  that  effect.^ 

Despite  the  apparent  unprofitableness  of  the  Iowa  Ptalls  anc  Sioux 
city  lines  .he  Illinois  Cenbra.1  was  forced  to  include  them  in  the  lea.se 
in  or&  er  to  obtain  the  profitable  Dubuque  a,no  Sioux  City.  Since  no 
financial  responsibility  beycnc  the  risk  of  working  the  lines  for  more 

"S 1^ *"  ^an  thirty  five  per  cent  of  the  gross  receipts 

DILITY  CONNECTED  anu  since  control  of  these  lines  securec  a large 
WITH  THE  LEASfJ  2 

OF  THE  IOTTA  LINES  ana  profitable  traffic  for  the  Illinois  lines  the 
the  directors  of  the  Illinois  Central  were  justified  in  making  the 
arrangement.  It  was  a gooa  business  preposition  c espite  the  peculiar 
methods  prtsued  in  leasing  tne  Iowa  Falls  to  the  Dubuque  ana  Sioux  City, 
^ant  it  must  noc*  be  inferred,  that  the  practices  indulged  in  by 

hhe  promoters  of  the  Iowa  Falls  ana  Sioux  City  company  influenced,  the 


directors  of  the  Illinois  Central. 


3C. 


"V 


3-r 


(Continued  from  p ?m&  67.)  American  Rail noati.  Journal . March  £0,1858 
Dubuque  newspapers,  1 86  Ry  1867 


Annual  Report.  Illinois  Cei  Sir  I Railroad,  1867. 

Report  of  Creo.it  ihobilier  and.  Dubuque  anc  Sioux  City. 
ports . 

Offi  ial 


W° 


House  He- 


cl  Dubuque  ana  Sioux  City, in 


statement  by  solicitor 
Annual  Report,  1887.  Cites  proceedings  of  board  of  c: irec tors . 

(continued  on  89) 
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Aside  from  tihe  lease  of  the  Dubuque  and  Qioux  City  the  only  im- 

por tant  action  taken  by  the  airectors  of  the  company  occu  ^ in  the 

* 


, i » ( i ^ * s.  w .->t  * 

aaeuuaje  and  a new  builoing  was-oae irabl ».  a location  on  the  1 


request ^anc  a bill  giving  the  three  companies  the  right  to  the  sub- 


wcrkea  a gross  injustice  upon  the  city  of  Chicago  and  gave  excessive 
rights  to  the  company.  The  common  council  of  Chicago  refused  to  accept 


'-^“7x^0  j j- iuu  j ■->  'jbcu  ji-uu.’  .1  aiincis 

Central  inourret  she  ill  will  of  the  publicrf(rtr  abtrcunt  of  its  ccnnec- 
ti  on  with  the  matter . 


(Continued  from  page  88)  As  this  monograph  deals  with  the  charter 
lilies  oi  hie  Illinois  Central^ and  as  the  Dubuque  anc  Sioux  City 
■/as  not  leaseo.  until  the  close  of  she  perioc  oncer  discussion  the 
above  description  is  regarc ed  as  sufficient. 


celebrated  Lake  ■tf’ront  With  the  development  of  passenger  traf- 
lic  taking,  place  in  the  sixties  the  Michigan  Central,  Chicago,  Burling- 
ton anc  Huincy ^a.nct  the  Illinois  Central  fount  their  Chicago  station  in- 


.£  eOH  t-wfi  /v\X-  C f a 


Pged  1 : no.  was  passed.  Gfovernor  Palmer  ve toec.  it  In  a mps 


fea.tures 


of  the  bill  were  net  baa  ^ there  were  several  provision; 


which 
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The 


development,  of  the  Illinois  Central  railroad  from 


1656  t»o  1870  was  much  less  important,  than  its  extensions  through  traf- 


fic agreements  or  leases.  The  } yea r 1856  was  the  last  year  in  which 


n 


any  new  track  was  laic  anc  construction  work  after  that  date  was  f con- 
fined entirely  to  the  improvement  of  existing  roatibeos,  buildings  ano 


brioges . As  c,he  the  tonnage  increased  it  became  necessary  to  build  up 


SLIGHT  M^FEMENT  certain  parts  of  the  property  more  than  coulc  bo 

IN  MAY 

AND  HUIDDlK^ 


done  through  maintenance  charges.  Tn  1857  a large 


portion  of  the  ream  was  not  ballasted,  or  else  supplied  with  much  3 ess 


than  was  needed,  many  of  the  bridges  were  built  of  wood  and  could  not 


stanci  the  wear  and  tear  of  heavy  traffic,  and  a number  of  the  buildings 


0 

likewise,  ~ ry  of  a temporary  character.  rflhere  were  minor  improvements 


o.f  the  property  to  ba  made  and  seme  of  these  cculc  net 'be  ch  rgec  tc 


\ 


maintenance.  Thus,  considerable  expenditures  were  necessary  to  bring 

good 

the  property  up  to  a/werking  standard!,  None  of  these  changes  were  of 


\ 


isuueaia  *o  necejssi^y  ?iiia  tile  work  proceW  ect  slowly  or  Papii  ly  accoroing* 

t A/C  dL/.i u„i  ^ 
tim® bi arge  expan- 


‘ i-.-same 


to  the  surplus  money  that  was  available^.  ’large  qxt> 

ti  tuxi>fir-Wfcire - - for  • maintenance  -of  -way  ant  the  contiilL^^*  Wc  rk  -on  t 


. As  a.  result  of  thboo  large  ex- 


■he 


penoitures^irom  bouh  ’capital  and  / & p q r a t a®® ou n ts  the  cone.  iticn  of 
the  property  in  1870  was  much  better  than  in  1857 .However,  there  were 
no  radical  changes.  Only  a few  miles  of  steel  rails  were  in  use  ano 
due  weight  of  rail  remained  the  same,  ^’he  entire  line,  except  from 
Kensington  co  Chicago,  was  single  tracked^ and  bridges,  culverts,  road - 


beo.,  s icings,  ballast,  buildings ^ana  termin  als  'were  still  in  accordance 


with  the  general  standards  adopted  in  1851  ."f 


,31 


V :j  v.Otf  * f 


^Mn^rf^intIliin°iS  Centra^,  1855  *>'1870;  especially  annual 
por  -*s  ci  Maintenance  of  %y  Department;  cf . (chapter  vi. 
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The  development,  of  the  equipment  was  -not-  much  gre \ter  than  the 

improvement  of  robbed  ano  buildings . Forty  r>er  cent  of  all  the  money 

ohargeo  oo  c.  nital  from  l£  5V  to  187b  ws.s  exuenoed  cn  new  enui  t ment,  ano 

trie  amount  of  rolling  stock  was  ever  twice  as  great  in  the  latter  year 

as  in  the  former.  There  was  also  a marker  improvement  in  certain 

kincs  of  equipment,  especially  in  the  pas sei  r service.  Sleepers  were 

LARiVE  INCREASE  IN  introduced  in  the  first  pert  of  the  seventh  oec- 
THE  WH^Ty)^  ROT  - 

MF^r  p'blm  AND  ac.e  ano  by  187b  they  were  in  common  use  on  all 

LirV  2KEB)  I • jPROymjENT 

IN' CERTAIN  LTNE8  night  trains  on  the  system.  Air  brakes,  auto- 

matic couplers,  vestibules,  improved  seats,  heavier  cars  ana  better 
nring  qualities,  steel  springs,  more  expensive  furnishings,  these  were 
tne  important  advances  ^aae  auring  the  perioo.  Many  of  these  improve- 
menr.s  wouic  nave  been  classed  as  curiosities  a generation  later,  but  at 
the  time  they  were  considered  of  great  importance  and  so  they  were,  rt1he 
greatest  change  in  locomotives  -as  the  substitution  of  coal  for  wocd$L,  J 
ihv  use  of  iron  or  steel  boiler  tubes,  somewhat  heavier  engines^ anc  the  J 
development  of  oistinct  freight  anc  passenger  tyres.  The  general  char- 
acter ana  size  of  freight  cars  remained  about  the  same,  although  a few 
cars  capable  of  carrying  twenty  tons  were  in  use  an<  the  ole  four  wheel 
cart  nan  been  sent,  bo  bhe  scrap  heap.4  Vn  spite  of  these  improvements 
lie.  cannot  be  sale-  that  the  rolling  stock  of  1870  cio  any  better  service  1 
[ than  the  equipment  of  fifteen  years  earlier.  The  cost  of  locomotive 
operation  per  mile  was  considerably  greater  in  the  latter  year,  althoug 
the  number  of  tons  per  train  hao  decreased.  Fewer  cars  were  used  in 
proportion  oc  ,ne  tonnage  than  earli  r,  but  this  was  cue  to  better 
methous  of  operation,  not  to  improved  equipment. 

^nualRe^t,  Illinois  Central,  1857  *"1870;  Ringwalt,  Develou- 
Railway  System  of  the  TTn-i  . - 

American  Rail  wav  Jnmn.u-.  T „ “ J',s’  v •riGUs  chapters; 

iSST-itt'  g870>  technical  articles  anc  advertisements. 
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li^rovements  in  operating  methoc  s,  as  improvements  in  equipment 
ano  percent  way,  were  not  of  great  importance  in  the  period  unoer 
discussion.  lender  experience  in  the  handling  of  fcr  in-  and  the  intro - 
^ ucticn  of  a few  new  n&hocts  resulted  in  advancement  alone  certain  lines 

^ut  the  improvement  old  not  overcome  the  increased 


( )p  CRATIN'  t METHODS 


DO  NO 
INCRFr 
FUEL' 
OTKE 


0 ! 


^ price  0?  labor  ano  fuel  which  occured  during  the 
Civil  TTar  period.  Moreover,  the  railroad  hep  so 
much  traffic  to  handle  from  1881  to  1870  that  it  was  unable  to  adopt 
improved  methods  and  the  cost  per  ton  increased  rather  than  decreased. 
The  spasmodic  ano.  seasonal  movement  of  much  of  the  traffic  also  added 
greatly  to  the  cost  of  handling  freight.  On  the  whole,  though,  it 
seems^the  cost  of  handing  freight  per  unit  was  quite  a little  greater 
m 1870  than  fourteen  years  earlier, anci  this  was  due,  to  a considerable 
extent,  to  the  lack  of  improvement  in  operating  methods. 

-he  conditions  which  confronted  the  management  of  the  Illinois 
Central  from  1857  tc  1870  were  peculiar.  Panics,  crop  failures ,an«  the 
Civil  war  prevent**  the  natural  development  of  the  system  anc  forced  it 
mec  policies  not  suited  to  its  geographical  location.  Moreover,  the 
ACrE&NT  AJjfea  n-Ap  ; ncer^  of  the  company  were  handicapped  by  its 


M0C 
COi  . 

IT  IS  PJ iACED . •.  ,r_  _ r ' 

ve-  mve  methods  man  wouh  have  been^wiee  under 

ct  c ill erenij  system  of  ownership  a -^-<31  if- 

• as  a -..suit,  me  company  couiri  not 


CONt)T»pjhN^' J foreign  control  anc  often  adopted  more  conser- 

^ C-Cc^.  ■ 


pursue  the  aggre^re  policy  adopted  by  some 'of  it3%^etitoi 
_ P 


-drs  and 


a resiat>*  Morecver>  «any  of  the  successvjobtained 
/rrem  1857  to  1870  were  merely  temporary,  ann 

ihey  inflic  tea  loss  upon  the  company  later  on. 
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— i!  •^?,t ri' - AInTL.  L,rVb  hQPr'TKfl fy-  FROM  ,1857  TQ  1870V-1RAF, 


In  1851  Illinois  was  practically  isolated  from  the  remainder  of 
the  country.  There  was  comparatively  little  trade  with  other  portions 
of  the  nation, and  intercourse  even  between  local  communities  was  of 
slight  importance.  Moreover,  the  central  counties,  c cmnrising  fully 
one  half  of  the  areable  land  of  the  state,  were  thinly  settled  and  the 
peojxle  living  there  raised  only  such  crops  as  were  necessary  for  their 

LA^OT^i*1!!-  °'fn  lj!;-'f°iate  wants.  Even  along  the  banks  of  the 

LINO IS  S*  1851  rivers,  where  there  was  the  greatest  opportunity  for 

commerce,  the  industrial  and  agricultural  rnnriiti 

gx^r cultural  conditions  were  more  backward 

than  in  Ohio  or  western  New  York>  The  total  yield  of  wheat,  corn  and 
oats,  according'  to  the  seventh  census,  was  only  seventy- seven  million 
bushels,  slightly  over  one-sixth  the  crop  of  1879  and  but  little  more 
than  tne  amcunt^raised  in  either  Indiana,  Ohio, or  Pennsylvania,* and 
this  amount;-  less  than  one  tenth  was  shipped  to  markets  outside  the 


l 1 • Chap.tSif  I#  pag  e's  , — 6 ? 7 . 

noL°^ast0m!ow^^n^Sor-°dUCtir  of  in 

oats  10,087,000  bu. , total  77*  147*000  bu**  [’’41f’000  hu*  > 

other  leaoing  akrioultuTai  + y - , production  of  the 

64  835  000  >i,  New  Vor'k  ^fo^bf  ^ 

linois  reported* 325*000  non*' :'lsPurl  44,473, 000* bu. ' In  1879  ll- 
ano 63  184  000  hr  of  °U'  °f  °0rn’  S1’U0,000  bu.  of  wheat, 

■ oo,  184, 000  bu.  of  oats,  a total  of  440,086,000  bu.  r-fs  -,-J. 
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state.  A£—&^--sartffe-  -b*»d,  °jf’ul.y  two -thirds  of  such  shipments  were  sent 
south  "by  way  oi  the  Mississippi  "j^iver,  while  less  than  one -third  went 
east  via  the  great  lakes.  Hn-  etheP’'Wcr<?H9_,  ““^he  lower  'Mississippi  val- 
ley states,  especially  T ouisiana,  Mississippi  and  Alabama,  were  the-V, 
domestic  market  for  the  agricultural  products  of  Illinois.  The  ex- 
ports to  Europe  from  the  central  infest  were  also  hand  lea  by  way  of  New 
Orleans.  'Thus,  the  trade  of  Illinois,  as  well  as  that  of  the  other  up- 
per Mississippi  Valley  states,  was  along  north  and  south  lines. 

Consequently,  from  the  traffic  standpoint,  the  construction  of  the 
Illinois  Central  railroad  involved  peculiar  problems.  When  Senator 
aouglas  secured  the  land  grant  of  1850,  it  was  given  by  Congress  for 
the  definite  object  of  building  a railroad  from  the  great  |akes  and  the 
upper  Mississippi  Stiver  to  the  gulf  of  Mexico,  with  Chicago,  Dubuque 
and  Mobile  the r espective  termini.  The  Illinois  Central  was  only  a 
part  of  a larger  project,  and  a similar  grant  of  land  was  given  to  the 

Mobile  and.  Ohio  ana  other  southern  railroads  to  complete  the  line  from 

2* 

Lairo  to  the  gulf  This  all-rail  route  from  the  north  to  the  south 

was  intended  to  supplement  the  Mississippi  river  and  to 
provide  an  economical  trade  route  which  would,  retain 
the  commerce  of  the  Mississippi  jvalley  in  the  channels 
existing  at  that  time.  In  1850,  western  commerce  followed  north  and 
south,  not  east  and.  west  lines.  historically.  New  Orleans  and  the 
other  gulf  ports  had  always  been  the  outlet  for  western  exports;  the 
Mississippi  river,  with  its  network  of  branches  reaching  to  a,ll  parts 


qHE  iliLETOIS 
C1SNTP.AL  I.  I~ 
ROAK  a fTOBJTH 
AND  SOUTH 
TRADE  ROUTE 


fi 

' f . bnap.ter  I*  9,  TO.  Report  of  the  Committee  of  English  and 

Dutch  Stockholders^  1877.  ~ 

Cf . ^haplSfir  II,  -&p.  Section  7 of  the  Act  of  September 

20,  H850,  states : That  in  order  to  aid  in  the  continuation  of 
said  Central  Railroad  from  the  mouth  of  the  Ohio,  river  tc  the  city 
of  Mobile,  all  the  rights,  privileges,  and.  liabilities  ......... 

shall  be  conferred  on  the  states  of  Alabama  ana  Mississippi . 
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Otherwise,  the  road  would  get  only  a short  haul  to  some  junction  point, 
rvom  Cairo,  it  was  thought,  the  Mobile  and  Ohio,  the  Missis  iori  fcver, 
and  the  New  Orleans,  Jackson  and  Sreat  Northern ,and^ississipni  Cen- 
tral railroads,  rith  connections,  would  for,,,  the  southern  part  of  a 

through  route  frck  the  great  Jakes  and  the  upper  Mississippi  to  Mobile 
and  New-  Orleans."^  ~ * 

However,  in  the  sixth  and  seventh  decades  of  the  IPth  century,  the 
old  trace  routes  between  the  west  and  the  other  portions  of  the  United 
States  were  radically  altered.  The  development  of  steam  navigation  on 
;lakes>  t'ne  construction  of  a vast  network  of  railroads,  the 
' industrial  expansion  of  western  Europe  and  of  the  North  At- 


CHANGED 
Eompmc 

tickin'  lantiC  8eaboard*  and  the  Civil  Bar,  with  the  r esulting 
1850-70  prostration  of  the  South,  resulted  in  a readjustment  of  the 
commerce  between  different  sections  of  the  country.  Trade  was  forced 
out  of  the  «*tural  paths  it  had  followed  prior  to  the  war  and'  ^ es- 


tablished on  lines.  The  commerce  of  the  test  and  South  ...  . 

aimost  destroyed  and  trade  was  carried  on  along  lines  of  latitude,  not 
of  longitude  A 

V P ' - 


b 

one  Organiahtio^o^th^lliino^oe  ?ea?  -n  relating  to 

Illinois  Central  PaiSoai^ileS*®?^  ^ilrcad;  Annual  Eepcrts 
The  influence  of  the  t 1874>  Mtmve. 

western  produce  w&L  sent  changing  the  routes  by  i hich 

As  stated  in  the  tf;t  tE  E!  ^ °Sn  hardly  be  overestimated, 
was  alsmost  entirelv  with  the  f Et 6 01  bbe  uPPer;’:i s s i ssi ppi  1/allev 
Of  the  time.it  l^kl^o^ grS^ft^W  ^ the  Publicaoion 
hne  natural  outlet  of  this  region  ' lssis--ippi  river  is 

accustomed  to  havinp  western  wnniVd  ^ present!  time  we  are  so 

great  Jakes  that  the  southern  route  i east  by  Kay  ojr  the 
"^t  the  matter  purely  from  tho  ~ - S ^^turai  one.  T,ocking 

southern  route  is  by  all  odos  theTost^ °f  aatupal  advantages  th.e 
by  the  correspondence  between  Tfeese  an^Dorff118  °ne * As  shov'n 
i-s— given- in  the  -areeendris-  it  wa<=  ^ou^las  ’ a-  -par-t-  of  -wh  i oh 

Douglas  to  make  the  Illinois  f'ert^-v'Jj ly  purpose  of  Treese  and 
would  develop  Few  Orleans  ov  1 - ort,h  ana  south  line  which 

°blle  ln  Preference  to  Few  York.  Of, 
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The  most  important  influence  which  brought  about  this  change  was 

; ~ *7%.  ‘ 

the  industria'1  expansion  of  the* j$Zbrth  Atlantic  states.  'PinufnrtilVH ng 

s ^ 

mining  and  transportation  had.  developed,  since  the  embargo  of  1807  and 

1850  this  portion  of  the  country  had  become  largely  industrial  in 

character,  while  agriculture  was  relatively  of  much  less  importance 

DE^ANDS/OF  than  a generation  previous.  Then,  from  1850  on,  the 
NORTH  ATLAN- 
TIC STATES  rapid  settlement  of  the  west,  the  prosperity  of  the 

FOR /Mg  TERN 

FQ.QD- STAFFS  southern  states,  abundance  of  capital,  and  various  ta- 

riff measures,  culminating  in  the  highly  protective  MorrilJ  act  of  1831, 

# 

combined  to  stimulate  this  movement.  As  early  as  t^he  close  of  the 
fifth  decade  these  states  had.  reached  practically  their  limit  of  agri- 
cultural production;  in  other  words,  the  food  supplies  necessary  for 
their  rapidly  growing  population  could  no  longer  be  furnished  by  the 
farms  east  of  the  Alleghany  mountains.  This  condition  was  made  more 


Bogart-,  Economic  History  of  the  United  States,  chapters  xi,  xii. 
The  following  tables  show  the  growth  of  population  and  production 
om  grain  in  the  North  Atlantic  states :- 

I 

GROWTH  OF  POPULATION,  NORTH  ATLANTIC  STATES. 

Industrial  Statesa  Non -industrial  stated  Total 


1850  7,456,000 

1860  S, 455,000 

1870  11,145,000 

Increase  5,689,000 
°er  Cent 

Increase  49. 5d? 

Increase  U.S. 

Per  cent 


1,214,Q00 

1.269.000 

1.274.000 

60,000 
4.9  ' 


8.670.000 

10.704.000 

12.419.000 

3.749.000 
43.3  • 

15.367.000 
65.9  ' 


Connecticut,  Delaware,  Massachusetts,  New  Jersey,  New  York,  Penn- 
sylvania, Rhoo.e  Island. 

Maine,  New  Hampshire,  'Vermont. 

Taken  from  the  United  States  Censuses,  volumes  on  population, 
1850,  1860,  1870.  Cf.  page  / f f note 
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prominent  by  the  large  immigration  of  the  period  and  the  higher 

standard/  of  living  which  meant  larger  per  capita  consumption  of  all 
articles.  Thus,  there  was  an  enormous  demand  for  food  stuffs  over  and 
Pbove  that  supplied  by  the  agricultural  population  of  those  states,  and 
even  in  1870  considerably  over  one-third  of  the  total  grain  used  was 

ej 

purchased  from  the  west»— the  ncmoumr  received  varying  from  seventy  five 
to  a’ hundred  million  bushels  a year. 


% 

transportation  Routes  to  toe  Seaboard,  p.  14;  Bogart,  Economic 
History  of  the  United  States,  chap^se 


XI,  XI 1. 

4- 


II 


GROWTH  OF  AGRICULTURE,  NORTH  ATT  ANTIC  STATES. 


(In  bushels) 

1850 

I860 

/ 

25,477,000 

1870  Increase  e 

Wheat 

31,660,000 

36,033,000 

4,367 

Der  Capita 

3.66 

2.38 

2.92 

- .74 

Corn 

59,571,000 

61,374,000 

68.563,000 

8,992 

per  Capita 

6.90 

5.70 

5.50 

-1.40 

Oats 

60,171,000 

79,040,000 

85,501,000 

25,330 

Der  Capita 

6.95 

7.72 

6.89 

-.06 

Total 

151,408,000 

165,891,000 

190,097,000 

38,68 

per  Capita 
United  States 

17.40 

1 

15.50  • 

15.30 

-2.10 

Wheat 

100,485,000 

287,745,000 

187,75 

per  Capita 

4.33 

7.46 

3.13 

Corn 

377,531,000 

838,792,000 

461,261 

per  Capita 

22.10 

26.68 

4.58 
135, 523 

Oats 

146.584,000 

282, 107,000 

784j944 

Der  Capita 

6.32 

7.32 

1.00 

Total 

624,600,000 

1,408,644,000 

784,044 

Per  Capita 

Wheat 
Per  Cent 

Corn 
per  Cent 

INCREASE  -1850 
North  Atlantic  States 

4.367.000 
13 . 800 

8.992.000 
I5.lt 

to  1870 

United  States 

187.745.000 
187. 0-" 

461.261.000 
122.0" 

( Continued  on  page  99) 
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A similar^  demand  for  f-o-oa- » tuf  f g occurred  in  Great  Britain,  Hol- 
land, and  other  countries  of  western  Europe.  English  and ^Continental 

industries  grew  Mery  rapidly  during  the  middle  of  the  19th  century  and 
I . 

this  movement  was  necessarily  accompanied  by  a steady  growth  in  ponula- 
^ * 1*1 
tion.  During--  the  .first  half  of  the  century  the  English  corn  laws,  wit 

'f s , prevented  a 


their  restrictions  on  foreign  purchases  of  foqas 

-.-.-.vv,  ~ . i (VfT  «’T'  - + y 

large  impor  tation  of  grain,  cfeut^n  1846  tTrc\lawsj[jfere  repealed*  and  the 


v W - 

jf  * y 


In  1841  the  population  of  the  United  "ingdom  was  26,730,000;  in 
1871  this  was  31,484,000,  or  an  increase  of  4,754,000  in  the  thir- 
ty years.  During  the  same  time  the  agricultural  population  ac- 
tually decreased.  Gibbins,  Indus  try  in  England,  page  44 6^ 

Eevi,  History  of  British  Commerce,  P,»©e  297;  Seignobos,  Political 
History  of  Europe  since  1814,  page  59. 

o-^o 

(Continued  from  page  98) 
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INCREASE  IN  AGRICULTURAL  PRODUCTION  OP  THE  NORTH 
ATLANTIC  STATES  AS  COMPARED  WITH  POPULATION. 


/fr* 


> 


Prom  1850  uo  1870  the  population  increased  by  3,749,000.  If 
the  consumption  of  the  ola  population  had  remained  the  same 
the  per  capita  supply  of  corn,  oats  and  wheat  for  the  increase 
would  have  been: — Corn — 2.4  bushels  per  capita:  wheat  1.59 

bushels  per  capita;  oats  6.75  bushels  per  capita. 

IL. 

/ \ 

APPROXIMATE  DEPICIT  IN  SUPPLY  OP  WHEAT-N&RTH  ATLANTIC  STATES  a 


Cons umption 

Production 

Deficit 


1850 

30.345.000  bu. 

51.660.000  " 

l,315yO'00  " # 


1860 


1870 


48.168.000  bu.  68,255,000  bu. 

25.477.000-  " 56.055.000  \ 

22.691.000  " 32,222,000 


\f  rf.Q'  > 


CONSUIwIPTION  OP  WESTERN  GRAIN  IN  NORTH  ATT ANTIC  STATES:  1872. 


i ^ Shipments  of  western  grain  to  New  England  States  41,132,225  bu* 
^Shipments  of  western  grain  to  Atlantic  States 


-a  tfrUluens us , 1850,  I860, 18 70^.-. volumes  on  agriculture 
-«-BG-^___Trans portat ion  Routes  to  the  Seaboard,  page 
Surplus . 


65.744.897 
104,877,122 
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in^ar^?al  population  was  free  t0  Purchase  wheat  and  -rrri^Vn  him  Iuujlul-L 
BTTlrrtc . Y The-Amer lean  farmer,  with  his  cheap  prairie  land,  coulo 


pro- 


duce grainYriuch  cheaper  than  his  British  competitor. 


and,  as  a result. 


D \ the  Unit>ed  states  supplied  not  ' only  the  food  necessary 
' ivIANulB  BO  R AG  A W 

\for  tlie  growth  of  population  between  1840  and  1870,  but 
PliUDUqTS  OF  \ / \ 

THi'-  POT  \,lso  displaced  tens  of  thoiisaijds  of  English  agricultur- 

alists  who  had  bepn  supplying  their  popti^n  of  the  demand  of  1840.  In 
fact,  less  land  was^under  cuJtivatio^Tn  1870  than  in  1845. 1 Naturally 

the  imports  of  grain  increased  very  materially,'^  growing  from  two  mil- 

’ \ J \ 

lion  imperial  quarters  in  1845  to  fourteen  million  eight  hundred  and. 

c ■ Jj  \ 

twenty  thousand  in  1870. q A similar,  though  much  smaller, increase  wras 
taking  place  on  the  Continent. /W  l.amious  countries  competed  with  the 


V - ,/ 


n * 


United.  States  for  this  grain,  -bert^'t/he  bulk  of  tW-^ng-Lieh  fi«p»ort9  came 
from  thUt-  <so<.-nt>ry/anc>  Phu  rlstni^  European  demand  is  seen  in  the — 4b- 
export^  of  grain  [ including  flour  and  meal  from 

thirteen  million  bushels  in  1850  to  over  fifty  million  in  1870.  • 


lo 


2- 


Levi  .Tisr^  , 

fve.  History  of  British  Coimner.ee , page  297;  cf . l-P-th  Census,  Vol- 
ume on  Agriculture,  Monograph  on  Cereal  Production  in  the  United 
States,  especially  p.age  468. 

-Eh-ip-,'-  especially  -re-vi , page  297 . 


i- 


■f 


-Ibid:  „ 

Tm£m  „ , \ (fir 

^8«sj  1HHG).  ^In  1870  the  United  Uingdom  consumed  14,100,000 
Quarters  of  wheat  grown  on  English  farms,  and  imported  7,950,000 
quarters^.  The  exports  of  the  United  States  in  1870  were:  wheat 
36,  584,000  bushels;  flour,  3,463,000  bushels  barrels;  corn, 
1,392,000  bushels;  corn  meal  187,000  barrels.  This  was  the 
l^^hest  amount  ef  exports  ince  1863. 

1850  to  1870  the  continental  demand  for  American  grain  or 
graip/products  was  slight.  During  occasional  years  the  experts 
were  sufficient  to  attract  attention,  but  usually  net.  Until  the 
Civil  War  the  West  Indies  were  an  important  market  for  grain, 
especially  grain  sent  south  by  way  of  the  Mississippi  ^iver.  The 
competitors  of  the  United  States  for  the  English  market  were* 
France,  Russia  and  Turkey. 
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The  third  market  Tor  Illinois  products  was  the  southern  Mississippi 
valley*  this~--pert±on  c^T-  hire  country ,—  unlike  Mur-o'oe  and  the  forth  At- 
lantic states,  did  not  increase  its  demands  Tor  agricultural  products 
to  the  same  extent  that  the  other  markets  did.  The  cotton  states,  such 
as  Mississippi,  Alabama,  Louisiana  and  Georgia,  although  well  adapted 

o» 

■4^©r  the  raising  ol  corn  and  oats,  Touno  it  more  profitable*— tu?.  at 

-4t-s.o-y.  to  devote 


SOUTH 
STATES 
IMPORT 
FOR  V 

afte: 


OTTON 

AN 

MARKET 
GRAIN 
R 


their  energies  to  the  production  of  cotton  and  su- 

O’A  A *'*1  i 

gar,  and  to  purchase  muoh  of  their  food  supplies 
from  the  west.^  The  high  price  of  cotton  prior  to  the  Rebellion  made 
it  especially  profitable  to  pursue  this  policy,  and  in  the  three  or  four 
years  immediately  preceding  the  war  the  demands  for  western  corn  and 

p? 

pork  were  especially  heavy.  However,  the  outbreak  of  the  Civil  War 

in  180^  destroyed  this  market  during  the  - four  years  of  the  struggle  and 

s 

Diverted  the  grain  traffic  to  the  eastern  seaboard.  After  1865  attempt 
were  made  to  revive  this  trade,  but  the  enormous  losses  of  the  southern 

planters,  the  emancipation  of  the  slaves,  the  lack  of  capital,  falling 

A 


price  of  cotton,  ana_  destruction  cr  diversion  of  the  transportation 

facilities  made  it  aif;.  icult  to  d.eveiop  the  old  commerce,  while  the 

changed  economic  conditions  forced  the  planters  to  raise  more  of  their 
€j-  + A — ■ gqgy-, ,,  g.--  A <*/  Airy-  - g - A 

food  supplies  than  before.  Therefore,  in  1870,  the  southern  market 

was  largely  a negligible  quantity  so  far  as  shipments  erf  Illinois  and 

CO~e&>  ,-t  «r'*f  » tf  0,.f>  14.&.  t\y 

Iowa  grain  were—eunc-efrred . Moreover,  the  same  influences  which  af- 


Olmsted 
Helper 


M&t  \ annual 

.Volume  on  Agriculture,  Introduction;^ 

H / Xentral  . Rai  iroee-r- d13‘61  • trr  Report 

of  the  delegates  Appointed  by  the  English  and  hutch  Shareholders, 
1877;  Bogart,  Economic  History  of  the  United  States,  Chapter  xxj 

page  273. 
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fee ted  the  domestic  market  ruined  the  exportation  of  western  products 
via  hew  Orleans.  Prior  to  1850  the  southern  port  was  as  important  a 
[grain  center  as  New  York,  but  various  causes,  some  of  them  originating 
‘before  the  war,  reduced  the  amount  of  grain  exported  to  an  insignifi- 
cant figure, and  in  the  fifteen  years  from  1856  to  1870  the  total  ship- 
ments of  corn,  tlour3and  wheat  from  Few  Orleans  were  less  than  fifteen 
million  bushels,  as  against  three  hundred  million  bushels  from  Few 
York  city.* 

The  industrial  development  of  the  country  and  the  growth  of  a non- 

VJ  e_ 

agricultural  population  wae  not  confined  to  the  eastern  states.  The 

^Xorthwe stern  ana  upper  Mississippi  valley  states  grew  very  ra/oidly  in 

population  from  1850  to  1870,  ana  this  growth  was  especially  noticeable 

in  the  towns  and  cities.  Cleveland,  Indianapolis,  Toledo,  Chicago, 

GROWTH  OF/tJRBAF  Milwaukee,  Detroit,  and.  St.  Louis  became  large  cities, 
POPULATION  IF 

FCRTHVi-ST  AFD  while  the  general  urban  population  grew  much  faster 

UPPER  MISSIS-  J 

SIP13 1 \ ALLEY  than  the  agricultural  population.  This  large  in$- 

crease  of  an  element  which  did  not  produce  its  own  food  supplies  made 
necessary  a correspondingly  larger  produc  tion  of  grain  and  meat  by  the 
agricultural  districts.^ 


J>$3-  The— f olio  wilt-  -.^p^otarbion  yfr-oir  t&e-  Report  /6f  the  Delegates  appointed 
fry  frfr-e  English  and  Dutch  Shareholders  gives  the  reasons  for  the 
relative  decline  of  Few  Orleans: — "T ]rf.e  first  check  given  to  the 
rise  of  Few  Orleans  o.ates  from  the  ypar  1848  when  large  vessels 
began  to  be  constructed  which  could  carry  grain  to  better  advan- 
tage. The  bar  at  the  mouth  of  the  Mississippi  closed  the  port  of 
Few  Orleans  to  such  largp  vessels  and  this  caused  the  west  to 
seek  outlets  for  their  surplus  products  at  the  eastern  ports  where 
2)  ower  freights  were  offeree  . 

"This  stimulated  the  construction  of  railroads  from  the  Atlantic 
ports  to  Chicago  and  Buffalo'  arid  from  that  time  dates  the  impor- 
tance  of  these  cities  as  grain  markets,  which  constantly  increased 
and  soon  surpassed  Few  Orleans^ 

'This  movement  continued  untii\1860  when  the  secession  ^ar  CUW 
off  Few  Orleans  from  all  communi\ationjwith  the  west  ana  for  se- 

y veral  years  closed  th & port  completely " The  authority  - cr 

3^  the  statement  in  the,  text  is  found  \n  the  U.  S. Statistical  Aostract, 

/£  Cf . growth  of  these  cities  in  the  census  reports  of  population, 

1850,  1860,  1870.  \ 
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Thus,  the  combined  demands  of  Europe, ^ the ^orth  Atlantic  states, 
and  ^t he  urban  population  ol  the  central  west, — lay  .^n..  in- 
creasing- per  capita  e^^iinr,ptrt-pn“pr  f*ood~s €uTTs-,  necessitated  a large 
increase  in  the  grain  production  of  the  country  J*'  This  demand  coulo  be 


V ^ 


I 


The  lollowing  tabled  iXIug-trate  the  truth  of  -this  statement  -ana 
shows the  concentration  of  grain  production  in  the  central  western 
states . .If  

The  "eiiff-crcnt  are  as  fellows: — - a 

GROUP  I 


bROUP  II 


Connecticut,  Delaware,  Massachusetts,  New  Jersey, 
New  York,  Rhode  Island,  Maine,  New  Hampshire,  Ver- 
mont. 

Ohio,  Indiana. 


GROIN3  III  Illinois,  Iowa,,  Michigan,  Missouri,  Wisconsin. 
GROIN1  IV  Transas?  Minnesota, 

GROUP  V Alabama,  Arkansas,  Georgia,  Kentucky,  Louisiana, 
Mississippi,  Tennessee. 


INCREASE  OF  POPULA 


1850 


GROUP  I 

M JJ 

" III 
" IV 

M Y 

U.S. 


8.670.000 

2.968.000 

2.427.000 

6,000 

4.995.000 
23,191,000 


N THE  UNITED  STATES:  1850-70 


Increase  PER  Cent 

3.749. 000 

1.377.000 

5.266.000 
797,000 

1.805.000  56- ' 

15,367,000  65‘ 


.2,419,000 

4.345.000 

7.693.000 
803,  000) 

6.796,000 \ 
38,558,000 


GROUP  I 
" II 
" III 
" IV 
" V 


V v; 

INCREASE  IN  FHEAT .PRODUCTION , 1850-1870. 


31.660.000 

20.701.000 

23.136.000 

1,000 

5,479,000 


36/03Sy000 
1,629,  . 

1*5,749,00 
/21, 256, 000 
16, 112,000 


U.S.  100,485,000  287,745,000 


4,367,000 

34.928.000 

92.613.000 

21.255.000 

10.633.000 

187,290,000 


25.6-  '• 
173. 
402.  CX' 

194. by 

186.5' 


The  statistics  in  the  tabled  are  obtained  from  the  ^nite^State s 
Census?'*  volumes  on  Agriculture.  W50,  *870.  o_ 
tA^se  ipecific  groups  are  taken  compare  page 


r .xo.L  j /'  xLv.l  J' ■’ ij  ,f  v)r  i.1!  to  phttsoiob  bemcf®  »r>  f rtcr  »auxfi’ 
s grfj  : infsz-'  nooov'  .J  ..:9v  L -lonoo  ox-'J  !.o  no±Jjs.rup-oo;  nx>tf'.f.Jj  siw\  one 


—ft.£  ru?.  -t. 

9 - V J , ....  . ■ : OO  ,P O 

...  _ •)  3 rt.f?,  s 'X  . '1C  ‘ i j'OO  xiiJ  ill  JT '.'.'<  XJ  O . .OO'XV  ■ liO'!.' : iitUT  X£.C  9-  .*?0  10'  IX 


, • , ./  ■ ■ -.c  .v  ■ suJ  - t sc  twollot  eriT 


rrrt,..:  - l evins'  9-ui  nx  roi.r  ouooiqr  nl*v  rio  noicfxnJnoonoo  91W  iv.oxia 

• . aed.  j a 

e*--— :-5  :oXXot  ’-i  on..  "’tm  v."  cm 


...  . 

. sixri  acrirusE  wo  a ,9fl±jsM  ,baf5lal  uooxi;  . 

.ornm 

. . i.  t >.i  ( 1 ' ;v7  T' 

.'nx  nnoo^i'V  , i'ijof.'iil1  f rxj3..  . xaox:  , r: -oi  ..•  i;  >ix±X .tl  III  crIT35IO 

c.;t.i  . .■ : '£&'  Xf  \ € 

,JSX  $*X09t)  , - • JBC  ■ 5 . 

.99  • en.na.  . i^ri  ax38i> 


' - ' -81  • ? '».i.  - ri‘  r t : : V 


Fit  VtO] 


-T/i.’. ' 'CJr'Cr  7.)  .[OAflHCWT 


cm:  il  f ' oajsO'ronl 


5?r  t 


' . • ,c 

. ■ v . . 
000,833.3 
000.7°'/ 

. 


. JC  . : • 

■ \ 

C;  ' ,d  0,7 
OOC  . 8 

. 

. • .. 


.170,3  I 9UOSIO 

070, BoP  ,.7  II 


000,  VSJ  ,3  III  " 
000. 0 VI  " 

000  V 

\ ”7  7 


*» 

P TT 


Ae  v 


. •,xOTT.'0r>  ; in  i - . ' ' 


' ■'•fi.SVX 

' o . :c  ,. 


000,78c,; 

. 

oo'  , :.b . ■ . 

V ,3  0.,  *• 

000,1.  f: . 1 1 


ooo.  s ‘f..ac  oo  • , o s 6 , r.  o 7 ^ r njg 

- . II 

30  ,dSl , .III  " 

'0  . 7,  ; "•  ,x 

• 000 ,'evi  -C 


,v  , -0 ,781  ■•'• 


COf  ,307,783  000,-  CO  _00I 


&XB  joicijtf  © W . i.  ~ , Jr  - ,h- 

■_  ;•  . -wr:  . , . x •*• i.'.'dix.  .-,  ."I. 

- «e-  '.10  B9iHjjIov  «v^etfanafl' 


^ . 89100 1 oy  re  ''.Bi.-anoO 

f ° ' AO'X.;  OX  .CXO0  • , ./-:0,{o 


I 


•y.vv 


104 


A- J 


C.  *Uo/  ( ^ j | yv  ^ (LO-r'-i 


O^uC*  L*  r\  l , 

lftofc-in  only^tW  wafre;  either  a highly  intensiv^  system  of  cultivati 


on 


must  be  adopted  in  such  states  as^ New  York,  Pennsylvania,  Ohio, and  In- 

, . KJLA*~i  jL*  J 

diana,  or  else  the  uncultivated  prairies  of  Michigan,  Illinois  Wis- 

\c  y ij  ■ < ’ 

consin,  Missouri  and  Iowa  would  have  to  be  utilised,  Thd^-H^rbter-e^uld 


NECESSITY-'- OF 
CHEAP  TRANS- 
PORTATION AND 
IMPROVED  AGRI 
CULTURE 


be  accomplished  only  through  greatly  reduced  cost  of 
transportation,  both  from  those  states  to  the  Atlan- 

To 


tic  seaboard,  and.  inside  the  state  boundaries. 

/y*' 

aepend  upon  higher  i tensive  farming  was  uneconomical  at  the  time  and 


the  natural  alternative 


**’**■' 


. f e wa§  Ehe  c i'Vati-on  of  the  western  lands*  ~a*»— 

y/D  r * ******  -S~  of 

cumsa.ru.ed  by  increased  lake  commerce  and.  railroad  construction  from 

1850  to  1870.  mo vemen t ,~'“f he  TllfnolS'  Central  and  the  state  of 

Illinois  olaye'd  a leading  part,  and  the  history  of  the  company  is  very 

closely  related  To  the  development  of  the  upper  Mississippi  valley. 

The  most  important  consideration  affecting  the  Illinois  Central 

and  the  agricultural  counties  dependent  upon  it,  was  the  cost  of  trans- 

portation,  both  from  the  farmgf  to  Chicago  or  Cairp,  and  /rom  those 

'S4A- • fbJ  l-  ; 

id_es--to  the  Atlantic  seaboard  or  the  Gulf  o#~r*ey,ico.  If  -this  territory 

not  only 

IMPORTANCE  OP  and  the  railroac^Were  to  urosner  it  was  necessary/ that 
" CHEAP  TRANS- 
PORTATION FROM  phe  rates  from  the  farm  to  the  seaboard  be  less  than 
THE  FARM  TO 

THE  SEABOARD  before  the  construction  of  the  railroad,  but  also  that 

'*  ■ * > / 

they  be  low  enough  to  allow  Illinois  grain  to  travel  east  or  south  in 

! 

competition  with  grain  from  such  states  as  New  York,  Pennsylvania, 

Ohio,  Indiana,  /Kentucky  and  Tennessee,  which  were  much  nearer  the  .-.a  ■ 


187o  INCREASE 

190.097.000  38,689,000 

208.161.000  56,291,000 

521.255.000  364,805,000 

57,799,000  57,752,000 


PER  CENT 
25 . 64 

35.4 
232.7' 

16.5 
125. 40 


A, 


consumer^  During  the  period  under  discussion,  there  were  two  competi- 
tive trade  routes  from  Illinois  to  the  domes ti^  and  foreign  market; 

(1)  the  east  and  west  line  from  Chicago  to  the  Atlantic  seaboard  and 

(2)  the  north  and  south  line  from  Cairo  or/st.  Douis  to  the  Gulf  of 
Mexico.  The  territory  tributary  to  the  /llinois  Central  was  almost 
equally  distant  from  the  western  termyfii  of  these  routes  rand  thus  the 
rates  from  Chicago  to  Hew  York,  as  compared  with  those  from  Cairo  or 
St.  jouis  to  Hew  Orleans,  decided  wnich  way  grain  would  move. 

Of  these  two  routes,  the  one/ from  rhicago  east  gained  the  most 
from  improvements  in  transportation  facilities  taking  place  between 


1850  and  1870.  The  water  route,  via  the  treat  Xakes,  the  Erie  canal, 
^and  the  Hudson  &iver , had  provided  reasonably  cheap  rates  for  through 
traffic  ever  since  1825,  but  in  the  decades  before  and  after  the  Civil 

IOpROl1  ED  WATER  War,  improvements  were  made  which  reduced  the  charges 

•TRANS  PORTAT ION 

FROM  CHICAGO  to  a basis  much  lower  than  what  existed  in  the^thir- 
TO  THE . ATMAN-  ^ 

TKl  SEABOARD  ties  and/forties.  Barger  and  faster  lake  vessels  were 

put  in  service,  steam  generally  supplanted  safls,  and  various  economies 

of  operation  wrere  made,  the  result  of  which  greativ  decreased  the  ac- 

S' 

tuai  cost  of  making  a trip  from  Chicago  to  Buffalo.^  In  1862  the 

deepening  of  the  Erie  @anal  was  finished  and  it  became  possible  for 

canal  coats  o^  250  tons  to  go  from  Buffalo  to  New  York  @ity,  thus  re- 
ducing the  cost  of  carriage  per  t-om^  At  the  same  time,  the  important 
harbors  on  the  great  lakes  were  dredged  ana  the  canals  at  Detroit, 

Sault  Ste . Marie  and  Niagara  Palls  were  enlarged,  to  accomodate  large 
lake  vessels.  Moreover,  the  reduced  cost  of  carriage  was  accompanied 


■S-5. 


Ringwalt,  Development  of  Transportation  Systems  in  the  United 
States,  ps#e  135;  i-fe&h.^Census , volume  on  Agriculture,  monograph 
on  cereal  production. 

Ibid . 

Ibid. 
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by  even  more  important  improvements  in  the  handling  of  freight  at  Chi- 
cago, Buffalo^ and  other  terminals,  especially  through  the  erection  of 
elevators,  the  introduction  of  steam  shcvels,  power  conveyors  and  other 
labor  saving  machinery,  and  the  better  arrangement  of  the  docks.^  The 
natural  result  of  these  various  devices  to  cheapen  cost  of  transpor- 
tation was  a large  expansion  of  the  lake  and  canal  trade,  which,  in 
turn,  permitted  further  economies  and  allowed  still  more  extensive  re- 
ductions in  rates.  Thus,  by  1870,  the  cost  of  sending  a bushel  of  corn 
from  Chicago  to  hew  York  city  fell  as  low  as  eleven  cents 

As  important  as  the  improvement  of  water  transportation  was  the 
development  of  all-rail  connections  between  Chicago  and  New  York,  Bos- 
ton, Uiiladelphia^and  Baltimore.  In  1855  the  Bake  Shore  and  Michigan 
Southern  was  finished  from  Buffalo  to  Chicago;  in  1854  Cornelius  Van- 
derbilt consolidated  several  disjointed  lines  into  the  New  York  Central 

THROUGH .RAIL-  and  Hudson  River  Railroad;  in  1855  the  Erie  was  built 
ROADS  CHICAGO  ' ^ 

TO  MEW  i ORB  to  Buffalo;  in  1856  the  Baltimore  and  Ohio^Ohio  and 

Missis;  ip  i route  was  completed;  and  in  1867  the  Pennsylvania  Central^ 

... 

^ittsourg,  Port  Fayne , and  Chicago  line  was  extended  to  Chicago.  Other 
railroads  were  completed  from  Buffalo  to  the  seaboard,  so  that  in  1870 
there  were  a number  of  strong,  competitive  lines  from  lake  Michigan  to 
the  Atlantic. 

At-  first  the  all -rail  lines  were  unable  to  compete  with  the  water 
route  for  the  low  grade  freight,  but  between  1860  and  1870  further  con- 
solidations among  the  railroads .and  extensive  reductions  in  cost  of 
operation  enabled  the  New  York  Central  and  Pennsylvania  to  obtain  a 

0)  (t, 

V \ 

f Ringwalt,  Trans  portati on  Systems  in  the  United,  States,  pa£?e  135; 

UP,  , l©th  Census',  To lume  on  Agriculture,  monograph  on  cereal  production 
*8 United  States  Statistical  Abstract,  1905,  page  566. 

Johnson,  American  Railway  Transportation,  pp.  25-27;  Ringwalt, 
Transportation  Systems  in  the  United  States,  op.  140  Ms®  209. 
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large  share  of  the  east  ana  west  traffic.  Fierce  competition  between 
the  two  rival  lines  caused  temporary  reductions  in  rates,  but  more  per- 
manent influences,  such  as  consolidation  of  competing  and  connecting 
-fegf  lines;  reduction  of  c urv^j "grade s ; technical 
Oh  RAI  ROADS  improvements  in  motive  power,  equipment,  and  roaobed; 
better  methods  of  organisation,  accounting  and  operation^  largely  in- 
creased traffic^ and  the  adoption  of  fast  freight  lines,  enabled  the 
railroaas  to  carry  most  of  the  flour  and  much  of  the  wheat  and  othe'r* 

grain  in  competition  with  the  lake  and  canal  boats . ^ 

The  cost  of  transporting  freight^/from  the  Northwest  to  the  &ulf 

, . ^ cC  ^cC^-y~f 

aecreased  somewhat  in  the  period  from  1850  to  1870,  but^ne-t— in  a way- to  J 

he~ip  the  Illinois  rentral  jnbr-’to'as  great  a degrbe  as  in  the  north. 

Prior  to  the  Civil  War  the  federal  government  did  very  little  to  clear 
the  Mississippi  river  of  snags,  sand  bars,  and  other  pjstructions,  and, 

as  a result,  the  cost  of  handling  freight  was  in- 
creased on  account  of  the  heavy  insurance  and  gener- 
al delay,  and  the  introduction  of  large  and  economi- 
cal boats  was  prevented.  This  was  especially  true  of  the  river  below 
Hew  Orleans  and  by  1850  the  sand  bars  there  had  become  so  dangerous 
that  it  was  impossible  for  hi.  rge  ocean  steamers  to  reach  New  Orleans  Vs 
Moreover,  the  river  boats  were  not  adapted,  to  the  carrying  of  grain  in 
bulk  and  the  cost  of  sacking  wheat  ano.  corn,  together  with  the  loss 
from  shrinkage  during  the  long  journey,  even  in  1870,  was  greater  than 
the  lake  rates  from  Chicago  to  New  York.  Had  the  Civil  Y7ar  not  oc- 


S LIGHT  DECREASE 
IN  COST  OF  CAR- 
RIAGE BY  MIS- 
SISSIPPI RIVER 
TO  NEW  ORLEANS 


5k  Johnson,  American  Railway  Transportation,  pp.  26^27,  34-51:  Ring- 
^ wait.  Transportation  Systems  in  the  United  States,  pp. 140-200 , 

'S-  Ringwalt,  Transportation  Sysheirts  in  the  United  States,  pp. 235-9; 

Report  of  the  Delegates  appointed  by  the  English  and  Dutch  share - 
v, holders,  1877;  b&th  Census,  Volume  on  Agriculture,  &hapte-r  on  cer- 
eal production;  £®th  Census,  Volume  on  Ag  Transportation,  monograph 
on  Water  Transportation;  Annual  Reports,  Illinois  r'entra,l  Rail- 
road, 1855-1871^ 
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cured,  it  is  probable  the  worst  of  these  evils  would  have  been  overcome, 
but  the  four  years  of  war  and  the  enormous  destruction  of  property  in 
the  South  prevented  any  improvement  until  after  1870.' The  results 
were  especially  noticeable  in  the  export  trade  of  ITew  Orleans.  On  ac- 
count oi  the  bar  at  the  mouth  of  the  river  preventing  the  entrance  of 
large  ocean  vessels,  the  lack  of  return  cargo  from  Europe  to  the  sou- 


thern states,  the  absence  of  proper  terminal  facilities  and  the  ina- 
bil-fty  of  southern  capital/^  to  meet  the  financial  requirements  of  a 
large  grain  trade,  the  export  of  grain  from  that  port  was  of  little  im- 
portance  from  1850  until  long  after  1870.^ 

The  improvement  of  transportation  facilities  outside  the  states  of 
Illinois  and  Iowa  was  accompanied  by  an  even  greater  development  inside 
their  boundaries.  Prom  less  than  a hundred  miles  of  railroad  in  Illi- 
nois and  none  in  Iowa  in  1850  the  mileage  in  the  two  states  increased 
to  over  five  thousand  miles  in  1870.  Trunk  lines  extended  to  all  im- 
portant places  and  through  connections  were  provided.  The  Illinois 
IT^RQ^ED  JjOCAL  Central,  in  the  form  of  a great  Y,  passed  through  the 

tra\s  port at iqh 

III  ILLir^pis  heart  of  both  states.  In  the  territory  served  by  the 

company,  including  the  Dubuque  and  Sioux  City  lines,  the  change  was 
more  marked  than  in  any  other  part  of  the  Northwest,  and  a vivid  con- 
trast could  be  drawn  of  conditions  in  1850  as  compared  with  those  in 
1870.  Moreover,  by  means  of  traffic  alliances,  loans  of  cash^and  ma- 
terials, ana  other  means,  the  Illinois  Central  had  built  up  a system 

/f 

of  semi-subsidiary  roads  that  greatly  extended  its  territory.^ 


Report  of. i Delegates  ,^ppointed  by  the  English  and  Dutch  shareholder 

Ibid?  * ' 

tS*"6  Cf.  chapter  , ^v,  ppcigaa 
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ffMPR0VEl\  8ER- 
V I Cffi\ AND  'RE- 
DUCED COST  OF 
TRANSPORTATION 
on  iAlinoisa 

CENTRA!  i RAITj- 
ROAD;'  1850-70 


HUt  the  Prl“ary  influenoe  of  the  Illinois  Central,  as  well  as  of 
other  western  roads,  was  in  cheapening  local  transportation.  Compared 
with  our  present  standards,  the  railroads  were  poor  and  inefficient, 
nevertheless,  the  service  was  infinitely  better  than  that  on  the  oil 
mud  roads . Moreover,  the  influences  which  permitted  rate  reductions 

on  the  trunk  lines  also  applied, though  to  a less  ex- 
tent, to  the  Illinois  Central.  As-^een  -in  chapter 
iv-,  company  introduced  many  improvements  which 
reduced  the  cost  of  transporting  freight,  or  at  least 
! kept,  charges  from  rising  with  the  general  increase  in  prices  during  the 
| period,  while  the  enormous  increase  in  tonnage  distributed  the  fixed 

j ChargGS  0Ver  a wider  area  and  thus  reduced  the  cost  per  Con.\  Naturally 
| the  cost  of  carrying  freight  from  local  stations  to  Chicago  or  Cairo 
was  less  m 1870  than  in  1860,  and  only  a fraction  of  the  cost  in  1850? 

The.,  extensive  improvements  in  both  rail  and  water  transportation 
during  the  sixth  and  seventh  decades  of  the  19th  century  had  a direct 
[.influence  on  rates.  Rot  only  were  there  radical  reductions  of  a tem- 
porary nature,  caused  by  rate  wars  and  tariff  controversies,  but  reduc- 
tions m cost  of  operation  allowed  permariet  decreases  hardly  less  im- 
portant. As  most  of  the  grain  traffic  from  1850  to  1868  or  1869  was* 


^ discussion  of  this  subject  compare  chanter  iv,  page 

and  chapteiyj/i,  page?f~&00  ff.  * * ' 

^^iicwn-  in  the-  references  given  in  note  ifthe  cost  of  carrying 
.reight  on  the  Illinois  Central  aid  not  decrease  during  the  perioc 

^f\s«rUSS+10n\  Ho"ever>  this  was  nominal  rather  than  real. 
Prom  1862  on  to  about  1867  the  inflation  of  the  currency  was  suf- 
ficient to  cause  a considerable  increase  in  nominal  prices.  In 

labor  annln.  y®ars  froa  1867  to  1870  there  were  advances  in  cost  of 
+ certain  supplies^  which  had  a temporary  influence  in  re- 

taining railway  rates  at  an  artificially  high  point 
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handled  by  Che  lake  vessels  the  changes  in  lake  rates  were  of  primary 
importance.  In  the  twelve  years  from  1858  to  1870  the  average  lake 


lVoIOTANT  REDUC- 
TION) TN  tANE- 
CANAL  HATES 


rates  from  Chicago  to  Buffalo  decreased  as  follows 


1858 

1870 

DECREASE 


CORN 

12 . 7/  per  bu.  • 

6.04*  " 

6.7£  " 


WHEAT 

15.50^  per  bu. 
6.77#  " ” 

8.75ft  M " ^ 


lhis  reduction  in  lake  rates  was  accompanied  by  similar  reductions  in 


freight  charges  on  the  Erie  Canal  and  in  1870  the  average  rate  per  ton 

4 

9 . 

^Chicago  Board  of  Trade «\Re port.,  1905,  pa*"*  108. 

The  following  tabless'how  the  reduction  in  freight  charges  by  wa- 
teP  from  Chicago  to  Buffalo  or  New  York. 


VIII. 


AVERAGE  LAKE  RATES,  IN  CENTS  EER  BUSHEL,  ON  CORN 
AND  WHEAT  PROM  CHICAGO  TO  BUFFALO,  N.Y.  a 

CORN  WHEAT  CORN  WHEAT 


1858 

1859 

1860 
1861 
1862 
1863 


12.7 

15.50 

15.7 

16.63 

8.33 

9.50 

10.62 

12.10 

9.57 

10.62 

1868 

6.6 

7.20 

1869 

1870 

1864 

8.9 

9 . 52 

1865 

8.64 

8.93 

1866 

10.75 

13.77 

1867 

5.11 

8.0 

6.04 

8.02 

5.84 

6.51 

5.9 

6.77 

* K 


IX 

FREIGHTS,  IN  DOLLARS  PER  TON  OF  TWO  THOUSAND 
ON  DOWN  TRAFFIC  FROM  BUFFALO  TO  ALBANY  ON 
THE  ERIE  CANAL,  b 

CORN  WHEAT 


AVERAGE 

POUNDS 


1850 

1851 

1852 

1853 

1854 

1855 

1856 

1857 

1858 

1859 

1860 

( Continued 


1861 

4.26 

1862 

4.42 

1863 

4.17 

1864 

5.32 

1865 

4.72 

1867 

4.44 

1868 

4.44 

1869 

4.72 

1870 

3.06 

5.48 

4.71 

4.90 

5.18 

4.81 

5.56 

4.81 

4.26 

3.14 

2.87 

3.88 

page  112) 
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on  down-freight  was  M.Ofl^aa  against  $4.81  in  1854.  or  a reduction  from 
14.4^  per  bushel  to  9.2*P  The  through  rate  on  wheat  from  Chicago  to 

j I<6W  /Crk  Clt7’  lncluc,ln£  all  tolls,  declined  from  28.36*!  per  bushel  in 
1864  to  20. 24*  in  1871  (11. U, t in  1870),  with  rates  on  corn  from  If  to 

3i i l0l,er  ”er  bushel-'8'  As  the  price  of  corn,  oats  and  wheat  were  over 
1 if ty  per  cent  higher  in  1870  than  in  1855,  the  decline  in  nominal 
rates  meant  a much  greater  decline  in  absolute  charges.  Thus,  in  1858 
one  bushel  of  wheat  at  Chicago  paid  for  the  transportation  of  two  bu- 
shels to  New  York,  while  in  1871  it  provided  for  the  carriage  of  G.l 
bushels 

/ Sis s.j 

* ' ■ 

'i  Report*,,  Ti^nsportation  Routes  to  the  Seaboard,  sg-g, 

4oo».-  one.,  Aonenair,  Daee  168.  ’\  m 5 

^hicago  Board  of  Trade  Raitfcm,  1905,  r age  108. 

X Alarich  Report,  JJ$,ppssg©6  7T8,  60^61. 
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THROUGH  PARE  ARE  CANAT,  RATES  FROM  CHICAGO 
TO  HEW  YORK  CITY,  INCLUDING  TOPES,  IN 

CENTS  PER  BUSHEL  ON  WHEAT.  c 


1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 


28.36 
26.62 
19.61 

22.36 
22.79 
25.12 
11.11 
20.24 


AT 


PRICES  AND  COST  OF  TRANSPORTATION  ON  d 
CORN  AND  WHEAT, 1858-70 


Price  of  Wheat 
Transportation 

Price  of  Corn 

Transportation 
(Continued  on  page  113 j 


1858 

610  per  bu. 
30 . 20  " 

49^  * » »» 

2,60  M " 


1872) 

1260  per  bu 
1Q0  " " 
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Although  at  first  unimportant,  all-rail  shipments  of  grain  from 
the  west  to  the  east  had  become  common  by  1860  and  by  1870  were  fully 
as  frequent  as  all-water  shipments.  The  economies  mentioned 
-lee-ane-iw  permitted  even  more  radical  reductions  in  rates  by  rail- 
roads than  took  place  on  the  lake.  In  1650  the  usual  charge  for  grain 
trail  1C  was  4$  per  ton  per  mile,  or  occasionally  3c ',  irrespective  of 

-i  ■ 

Distance . By  1870  the  New  York  Central  had  reduced  the  general  average 
race  per  ton  per  mile  to  1.9  cents,  as  against  2.5^  in  the  earlier  *1 


transportation  Routes  to  the  Seaboard,  p/*is«e  61. 

XII. 

RATIO  BETWEEN  COST  OF  TRANSPORTATION  ANN  ^RICE  OF  e 
VUE AT  AT  NET  YORK  IN  TERMS  OF  THE  LATTER. 

One  bushel  of  wheat  in  1858  paici  for  transportation  of  2 bushels 

" " 1871  " " » ”61  ” 

" " cohn  ” 1858  ” ” » ».  -j_  * 75  .. 


n 


1871 


2.62 


XIII 


COST  OF  TRANSPORTING  FREIGHT  IN  NEW  YORK  STATE  f 
(IN  CENTS  ^ER  TON  PER  MILE;  1856-70"' 


NEW  YORK  CENTRAL 
3.0 


ERIE  R. R, 


1856 

1857 

1858  p * « ^ * ° 0 • 8 

° 2.6  33  na 

1859  p 1 of  °*& 

1 ^ • 1 2.1  0 v 

,1860  2.1  1 8 in 

ISf?1  8.0  17  h? 

1865  Kl  E?  °-96 

1864  2*7  °'P 

1865  3.3  ? 7 

1866  2 o o i lml 

1867  2*3  2’4  0,9 

1868  o*fi  2*°  *09 

1869  oo  1‘9  0.9 

1870  Vo  1,6  0.9 

1,9  1.4  0 8 

Chicago  Boara  of  Trade  Report,  1905,  page  108 
.transportation  Routes  to  the  Seaboard,  Appendix,  page  168. 
United  States  Statistical  Abstractf  Henry  Heinser,  Statistician 
U.Y. Produce  Exchange)  1905,  page  566. 

Aldrich  Report,  page  ; supra  pages  111,112 

Transportation  Routes  to  the  Seaboard,  page  61. 
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year,  1856.  On  the  Erie  there  was  a further  reduction  from  B.gj*  in 
the  earlier  period  to  i.4,  in  the  later > Moreover,  during  the  summer 
months  wheat  was  carried  by  rail  from  Chicago^  to  New  York  for  27^  a 

ushel>  01  *"°^  1>er  'j0n  r,er  mile.^  At  times,  on  account 

Cfe  01  rate  V"arS ’ the  tarlff  charges  were  reduced  to  an  even 
mMYORK  lower  figure  per  ton  per  mile-  However>  rates 

for  all-rail  shipments  from  lake  Michigan  to  the  Atlantic  seaboard  de- 
clined from  36.19?!  per  bushel  in  1858  to  88#  in  1870  for  corn,  and 
iron.  oS.eip!  to  500  for  wheat.'*'  Moreover,  the  railroads  from  Buffalo 
to  New  York,  especially  the  New  York  Central  and  Erie,  made  special  ef- 
forts to  handle  grain  between  these  points  in  competition  with  the  Erie 
canal.  As  a result  the  average  rail  rate  in  1871  was  18. 3;*  for  wheat 
17.  Oji!  fo_  corn,  as  against  lo,10  and  11.3 0 respectively  on  the 
canal.  The  average  lake  and  rail  rate,  i.e.  via  lake  to  Buffalo  and 

G 0 r J rail,  was  22,20  per  bushel  on  corn  and  22,50 

on  wheat 


^^nsportation  Eop&es  to  the  Seaboaro, 
Ibia.,  page  52. 

KRO-da^  he  pert,  Chicago  Board  of*  Trade 
Ibid.  ' ’ 


61. 

1905,  108. 


XTy 

AtEHAGE  AEL-RAIL  AND  LAKE-RAID  RATES  IN 
CENTS  PER  BUSHET.,  CHICAGO  TO  NEW  YORK. 


ADD -RAIL 


38.61 

34.80 

34.80 


1858 

CORN 

36.19 

1859 

32.48 

1850 

32.48 

1861 

38.81 

1862 

44.80 

1863 

45.92 

1864 

56.00 

18§5 

41.88 

1866 

43.12 

1867 

41. 76 

1868 

35.32 

1869 

33.30 

1870 

28.00 

( Chicago 

Board  of 

41.58 

48.00 

49.20 

60.00 
44.88 

46.20 
44.75 
37.84 
35.57 
30.00 
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Conditions  existing  in  the  east  and 


west  traffic  did  not  hold  good 


for  shipments  Irom  Chicago  south.  The  actual  cost  of  handling  freight 
from  Cairo  or  St.  T ouis  to  New  Orleans  had  not  materially  decreased 
irom  1850  to  1870,  and,  as  a result,  rates  between  those  points  decline 
uuch^slc-t  ^ than  the  rates  on  east  and  west  lines  of  transportation, 
so  that  in  the  latter  year  charges  from  central  Illinois  to  the  Gulf 
were  only  slightly  less  than  the  lake  and  canal  tariffs  to  New  York. 
RATmS  FROM  CEN-  The  barge  rates  from  St.  Louis  were  exceedingly  low. 


•*-  X XV,'  U V/  ^ UwV  vy  1U  U.V/  X X U V/  _J_  v_/  X V/  X U / CJjl  XV  4.  y \/  V X X 

EASTERN  J0RTS  sequently,  exerted  only  a slight  influence  on  rates 

from  1850  to  1870.  The  steamboat  charges  were  nearly  twice  those  made 
by  the  barge  lines,  but  quicker  time  and  less  danger  to  the  freight 
compensated  the  shipper  for  the  aifference.  Considering  merely  the 

h 

tariff  rates,  there  was  a difference  of  about  1/2^  per  hundred  on  fourt 
class  shipments  and  from  10  to  120  per  bushel  on  grain  from  central  II- 


conditions  reversed  this  advantage.  (1)  The  lowest  north  and  south 


Rates  Chicago  to  New  York  based  on  pages  110  if.  Rates  from  Chi- 
cago to  New  Orleans  based  on  rate  quoted  in  Ghiea  Cairo  Times, 

February  17,  1858.  Route  from  Champaign  south  via  Illinois  entri. 
to  Cairo  ana  Mississippi  river  from  there  south. 


riage  did  not  take  place  much  before  1870. and,  con- 


but  the  general  introduction  of  this  system  of  car- 


linois  to  market  in  favor  of  New  Orleans  R*  However,  service  and  other 


Appendix,  pp.  19,20  167,168;  ibid.,  teEBk  II,  897-900. 

'Si'Zs  Ibid,, 

s&R  1 Ibid. 
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COMPARATIVE  RATES IT, LINOIS  TO  SEABOARD.  --CORN 


ALL-WATER  ALL-RAIL 


1860 


Chicago  to  New  York 
Chicago  to  New  Orleans 
Champaign  to  New  York 
Champaign  to  New  Orleans 


23^0 
23 . 90 
24.630 


34,800  ^er  bushel 


36.500 
42.80 

28.500 
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rates  were  Tor  shipment  in  bulk  by  barges  and  this  service  was  not  in 
general  use  before  1866.  Moreover,  most  of  the  lines  stop  ed  at 
St.  Louis,  not  Cairo,  and  the  Illinois  Central  received  no  advantage 
3-n  sending  grain  to$  t.  Louis  in  preference  to  Chicago,  as  the  rates 


from  central  Illinois  to  the  two  cities  were  practically  the  same.  (2) 
Shipmehts  of  grain  by  steamboat  from  Cairo  south  had  to  be  sacked  and 
the  cost  of  sacking  averaged  several  cents  per  bushel.  ('3)  On  account 
of  the  longer  route  and  the  semi-tropical  climate,  loss  from  shrinkage 
via  the  north  and  south  route  was  much  greater  than  via  the  east  and 
west  one.  This  loss  would  run  from  ten  to  twenty  per  cent  of  the 
weight  of  corn  shipments.  (4)  Terminal,  storage^ and  transfer  facili- 
ties were  much  poorer  at  New  Orleans  than  at  New  York.  (5)  The  local 
southern  demand  for  grain  was  small,  and.  ""entucky,  Tennessee  and  '>ris- 
souri  were  in  a better  position  than  Illinois  to  compete  for  the  traf- 
fic . 


Champaign  to  New  Orleans ( under)  20ft  ( under) 30.  00ft  " 

St.  Pouis  to  New  Orleans ( barge)  12-17^ 

St.  Pouis  to  New  Orleans ( steamer ) 22.2ft 

XVII. 

1858  TARIFF  RATES — CHICAGO  TO  NEW  ORLEANS 

First  class  $1.05  per  100$  Flour  01.00  per  bbl. 

Second  " .625  " " Fork  1.93  " 

Third  .78  " " Beef  1.93  " 

Sugar,  etc.  ,625ft"  " 

Wheat,  corn,  etc.  40^  per  100$  to  Cairo;  25^  per  sack  to 
New  Orleans . 

Rate  quoted  in  Cairo  Times,  February  17,  1858. 


. P I . 


COMPARATIVE  RATES  ON  CORN:  ILLINOIS  TO  SEABOARD. 


1870 


Chicago  to  New  York  (1871) 
Chicago  to  New  Orleans 
Champaign  to  New  York 


20.2  A ft 
21. 00ft 
52.84ft 


ALL-RAIL 

30.00  oer  bu 

33 . 000  " " 

42.84ft  " " 
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Moreover,  through  export  traffic  was  practically  prevented  by  the 

1 

higher  steamer  rates  from  New  Orleans  to  Liverpool  than  from  New  York 

to  Liverpool.  In  1870  there  were  noquotations  for  the  transportation 

oi  corn  via  steamer  from  New  Orleans  to  Liverpool  ana  in  only  five 

months  were  there  any  quotations  for  shipment  by  sailing  vessels.  In 

nOCEAN.  RA'fES  itoCH  1872,  the  only  year  for  which  there  is  a gooa  basis 
NIGHEKyERM  NEW 

ORLEANS  TO  LIA/ER-  for  comparison,  the  difference  was  as  follows:  — 
POOL  THAN  PROM 

NEW  YORK  (quotations  in  pence  per  bushel) 

( CORN)  gTEAM  SAIL 

New  York  to  Liverpool  7 y6d  6 ll/12d 

New  Orleans  to  Liverpool  11  l/4d  10  3/4d 

Difference  in  favor  of  New  York  4 d ( 80)  4 a ( 80)  ^ 

This  difference  of  nearly  eight  cents  per  bushel  in  favor  of  New’  York 
offset  most  of  the  advantages  received  by  New  Orleans  from  lower  do- 
mestic rates.  Higher  insurance,  higher  elevator  and  wharfage  charges, 
longer  time  en  route,  with  increased  interest  on  the  shipment,  elimin- 
ated the  remaining  advantages  Nev  Orleans  possessed  over  New  York  ana 
placed  the  two  ports  on  an  equality  so  far  as  transportation  charges 
were  concerned.  Vfibh  equal  rates a the  disadvantages  of  the  southern 

route  were  too  great  to  permit  any  important  export  of  grain  by  way  of 

33 

New  Orleans  or  Mobile 

The  second  important  item  affecting  the  movement  of  grain  from  Il- 
linois to  the  East  was  the  local  transportation  charge,  that  is  the 
rate  from  the  local  station  to  Chicago  or  Cairo.  In  chapter  I^it  was 
shown  that  the  cost  of  handling  grain  over  Illinois  roads  was  so  high 
that  territory  more  than  ten  to  fifteen  miles  from  railroad  or  river 


4?“*"  Transportation  Routes  to  the  Seaboard,  Appendix, p pagan  20,^ m*d  84. 
It  should  be  noted  that  the  comparison  of  rates  is  based  on  a 
single  year  and  is  liable  to  error,  but  it  was  the  best  that  could 
33  be  secured. 

''S  Ibid . y-—efT'-re-f-erences  •cn'"f  lf>7  ■ note  ,2- 
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transportation  could  not  send  its  produce  to  outsioe  markets,  and  that 
the  Illinois  Central  railroad  was  necessary  to  remedy  this  trouble.  On 
the  macadamised  turnpikes  of  the  eastern  states  the  cost  of  carrying 
grain  by  wagon  was  about  ten  cents  oer  ton  per  mile,  but  over  the  Il- 
linois roads  this  cost  must  have  been  increased  fifty  to  one  hundred 

LOCAL  RATES  per  cent.  With  the  completion  of  the  railroad  this 
ON\^hM)IS 

CENTRaL  charge  was  reduced  materially.  Moreover,  there  was  a 

s 

slight  reduction  in  rates  from  1856  to  1870,  primarily  in  bulky  articleA 
such  as  grain,  lumber,  coal ^and.  salt.  The  higher  class  goods  had 
practically  the  same  rates  in  1870  as  in  1856,  although  some  differ- 
ence (must  be  made  for  inflation  of  the  currency.  As  early  as  1856  a 
rate  of  1.75#  per  ton  per  mile  was  made  on  coal  and  in  the  next  four- 

^ Cm 

teen  years  this  charge  was  reduced  to  less  than  1#^  Grain  from  local 
stations  was  carried  to  Cairo  in  1858  for  2.2#  per  ton  per  mile  and  lor 
aDout  1.5#  ipO.870.  On  through  grain  shipments  to  Hew  Orleans  the  II- 


K 


linois  Central  received  a rate  of  1.3 # per  ton  per  mile  in  187' v A 
somewhat  better  basis  of  comparison  is  the  average  rate  on  different 
classes  of  traffic.  The  per  ten  per  mile  rates  on  local  and  through 
traffic  in  1859  and  1870  were  as  follows: — 


1859 

1870 

Local  freight 

2 

o 

4 

c+ 

P1 

2.19# 

2.44  # 

Local  freight 

south 

2 . 06# 

2.35# 

Through  ” 

north 

1.70# 

1.12# 

M M 

s outh 

1 . 8645 

1.55# 

M ** 

n.<?-s . 

1.80# 

1.36# 

All 

n . & s . 

2.14# 

2.31# 

! f 
M 
H 


d?4  Rinewalt.  Transportation  Systems  in  the  United  States. 

- — - " of~ the  IllinoisTTentrai.  p.  10. 


J.W. Foster,  Mineral  Resources  oi  une  cuuiaj:f 

Annual  Report.  Illinois  Central  Railroad,  ' !J* 

<3^  Cairo  Times,  February  17,  1858;  cf.  fpa^^  115^1^.11,  >_also, 
S ^ansportaticn  Routes  to  the  Seaboard,  II,  b-  ■ cc< 

-5315  Annual  Report.  Illinois  Central  Railroad,  1859, am*  187l  . -i. 
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Nearly  all  cl  the  local  traffic  moving  south  consisted  of  lumber,  coal 
and  a little  grain;  three  fourths  of  the  local  traffic  north  was  grain 
so  that  the  rates  on  north  and  south  local  traffic  give  an  approximate 
idea  of  the  rates  charged  lumber,  coal?and  grain.  However,  the  true 
standard  by  which  local  rates  must  be  judged,  is  whether  they  permitted 
gram  irom  central  Illinois  to  be  carried  east  or  south,  in  competition 
with  grain  from  other  parts  of  the  state,  and  from  Missouri,  Wisconsin, 
Michigan j and  Indiana.  Up  to  about  1868  the  farmer  along  the  Illinois 
Central  competed  on  favorable  terms  with  the  farmers  of  the  states  far- 
ther east  and  south,  out  this  was  due  to  the  high  price  of  wheat  and 
corn  ana  the  richness  of  the  soil,  rather  than  to  favorable  railway 
rates  * 


deduced  local  and  through  rates  on  agricultural  products  made  it 
S'  possible  i or  farmers  to  take  up  the  millions  of  acres  of  vacant  land  in 
the  northwestern  and  upper  Mississip  i valley  states  and  produce  grain 
j- or  eastern  and  European  markets.  As  a result,  the  decades  from  1850 
to  1870  witnessed  an  unprecedented  immigration  into  Illinois,  Michigan, 

CEHTP^SV^SEO  WlsCOnsln’  Missouri,  Minnesota, and  "ansas,  and  by 

10  1870  'AND  RE  HA-  1870  the  population  of  this  territory  was  nearly 
TION  JFO  T!lE  IELI-  j 

UOIS  CENTRAL  four  times  what  it  was  in  1850. ^ So  far  as  the  Il- 

linois 'entral  was  concerned  this  immigration  may  be  divided  into  three 
clas  es,  according  to  the  territory  the  immigrants  settled  in.  ( 1 ) 

k 


(*  % (?  r> ) 


8 tii  S..  Census^,  Volume  on  Agriculture,  Introduction*  cf.  Martin, 

The  Granger  Agitation. 

>T  


ens us£ (l 8 5 0 187 d). 
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Total 


SETTI.EOIEKT  0?  THE  CENTRA1 , WEST. 

1650  1870  INCREASE 
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Ihose  se ttling  in  Illinois  rind.  Iowa  tributary  t»o  the  railroad;  (Jii) 

Those  taking  up  land  in  parts  of  Illinois  and  Iowa  in  direct  competi- 
tion with  the  Illinois  Central  territory  and  in  Wisconsin,  Michigan  and 
Missouri;  (3)  Those  going  to  Minnesota  and  Lansas,  where  they  did  net 
compete  actively  with  central  Illinois  until  about  1870.  The  two  lat- 
ter groups  are  outside  the  field  of  this  history,  but  it  may  be  said 
that  their  growth  was  much  slower  than  that  of  Illinois  and  Iowa  di- 
rectly tributary  to  the  Illinois  Central  and  subsidiary  lines.  N 

While  this  immigration  went  into  every  portion  of  the  state,  the 
central  counties  along  the  Illinois  Central  Railroad,  and  especially 
those  between  fa  Salleand  Shelbyv*jr3rle  counties,  were  the  least  settled 
in  1850  and, consequently,  off erred  the  greatest  opportunity  to  farmers. 
In  the  twenty  years  from  1850  to  1870 '"©t  of  a total  increase  of  popula- 

^ETT^SMEIJT  OF  tion  of  1,688,000,  981,252  occured  in  the  belt  of 

CEFTRAlMlLLI  - 

NOIS  ANTA  OOUN-  counties  near  the  "Central",  and  in  the  latter  year 

TIES  ALONG  THE 

ILLINOIS  CENTRAL  slightly  over  one  half  of  the  inhabitants  of  the 
state  lived  in  the  forty  four  counties  tributary  to  this  railroad.^  In 
1850  the  central  counties  were  thinly  settled v and  what  is  now  called 
the  "corn  belt"  was  almost  entirely  unoccupied  government  land,  but  by 
1870  this  portion  of  Illinois  had  been  transformed  into  a well  settled 
farming  community . With  the  growth  of  population  the  area  net  under 
cultivation  steadily  declined^ and  by  1870  practically  all  the  land,  sur- 
face of  the  state,  especially  in  the  central  part,  was  either  under 
crop  or  else  used,  for  meadow  or  woodland.^  Early  in  the  sixth  decade 

Sljjf'  <^Census<ya*?(l 850,  187$). 

Ibid.  tables  showing  r^S^rV^gr o wth  of  counties-  tribu- 

tary to  thefhl  in.c  i s C e n pr  a-h  ^Tna  those  nob  tributary , given  on 
page  121.  Also  ccmbare  .with  tab  1 , np-t*? , "page  111,  as  to 

relative  growth  of  this  territory  and  the  northwest  as^a*  whole. 


(t i : ;JasoTi'x.sT  nrur  o» t \rcrdm; iTd  j3yxoI  bn-  sionxll!  nx  brtilddea  - r.on'i' 

- id ocrav  o doonl:  o ti  . * ' sionxIJD  a ni  >sa.  < >>  jnxJLsd  &*-■•  "'br.r 

....i-  ni  fona  iw  XaTdtffeO  -ionxi  II  ©xfd  ixoid 

rculd  ©*x©i:  w ,eaorm  bn.-'  cjoae.mfci*'  od  :nio  ; oaorfT  (cl  ; ;x'ii:o'188±h 
. - fcd  • ■ J Q\  Id  OB  a 

qbsi  ox  dud  .yTodsirf  r.xdo  : ©foisduo  ©te  T©d 

on./-  sxon -till  ‘ro  d/uid  naxld  -.eoi«  rtoxi.::  ?.&y.  xid  ox;  Tisuid  djsrid 


- .:‘?ax  ■'  ;"TJ3i:.oxr-!  j • >rts  rf  Tdn©'‘  f.i  jrrxIII1.  o.id  od  VTJSdoo ind  " .IdooT 
•d  - :>o  -o  ■ rfu  To  *to,<  -(«v8  ojxxx  jnov:  no  id  t jfco  .i  Bifid  ©J.x.iW 

t 

i j ; ©xdmioo  laidnso 

betdde  o f;.B© I erld  *ne  •/  ,8-3  dn.ro:;  .vil-f i ri.£s>  1?  <a  p9Jli.ec  j T a e.d9cF  os  arid 

9U'i9 

yv< 

. . 

. '•••  . ■-  3 3t-  ,•  y , ;0,  . to  I '•.  T:  • n Tr ' 

-u  \ti  TAorrw;:.,  : 

rs-  • dd  . * -.v  AX  a’  itnXi  fv  ©xij  nj- .in  - fcdnuo  • -»ur  : 

••j  T 0 TA  ' IT 

-dd  To  3drt80  crfa^rLci  e.  id  to  'Ili5rt  ©no  r^vo  'itdd^Jt.ie  .TA5ITUI 

. ' ■ ' . • 

- >-f  X ■ . 0 dd;  \ Lai  ...  • t ■/  o.  drcuab  - a - -o  . .i,i  .,  L' 

* 3x  Cflo..  nie-.  jo  no  I.r-rxo  Jaoiiii^  rav;  'dl^cf  xrroo”  o/uj 

• -b-A  > r odnx  be,  .'rol- /As-Xut  -t  d nion.il.  ' ,.>  noiCiO"  -x bo  7 8., 


- 

- - ••-'  .'■  . f 5 ad  / iic 

■ d I £ 


•' 

beioy'.' .56  .©dadc  oxti  To.  &o/5*i‘ 
no  vo. I .ixy  .o . OX'.JJ  osls  to  o oxo 


. I V ■ . o • ; fi.-V  ;o 

•-  1 >• . ' o c ori  < ■■  r '.‘sic ? 3‘ _i  ■ .. . L iOii  - seiojsct  yiv^'i  . Jtcil 

>ix  S . tojjjfc  .... 

•• 


181 


the  j ederal  land  was  scld.  and  the  railroad  grant,  with  the  exception  of 
less  than  three  hundred  thousand  acres,  was  disposed  of  by  1870. ^ 

jlo) 

ihjr  rapid  settlement  of  Illinois  and.  Iowa  was  accompanied,  it 

might  almost  be  saicj^  caused,  by  important  improvements  in  agriculture. 

UP\  the  middle  of  the  19th  century  the  farmers  of  this  country  were 

using  largely  the  same  methods  of  cultivation  as  their  grandfathers. 

IMPROVEMENT  Crops  were  planted,  cultivated,  and  gathered  by  hand, 

IN  ILLINOIS 

AGRICIT -TURE  which,  naturally,  resulted  in  high  prices  for  agricul- 
tural products.  But  the  increased  demands  for  grain  mentioned  on  pages 
97  to  100,  the  lack  of  labor  arising  from  the  expansion  of  manufactur- 
ing, mining  ano  commerce,  the  Civil  War,  and  the  settlement  of  the 


4* 

-1  Annual  .Report,  Illinois  Central  Railroad.,  1870. 


Hr  m 


(settlement  of  the  forty  four 

TRIBUTARY  TO  THE  ILLINOIS 


COUNTIES  IN  ILLINOIS 
CENTRAL  RAILROAD  X 


A 

1850  ■ 

jLi-v  Lti-c* 

1860 

’ < 1870 

GROUP  I 

115,113 

12 . 4\ 

291,829 

17.  ON 

495,253 

19. 5^ 

GROUP  II 

248,868 

30.2' 

585,548 

34.3' 

923,579 

36.6 

COOL  CO. 

43,385 

4.2 

144,954 

8.4 

349,966 

13.8 

. TOTAL 

292,253 

34.4 

730,502 

42.7 

1,273,545 

50.4 

1 STATE  851,000  100.0  1,711,000  100.0  2,539,000  100.0 


GROU0 


GR0UD 

1 


I consists  of  the  following  agricultural  counties  in  the  cen- 
tral part  of  the  state: — Bureau,  Champaign,  Coles,  De  Witt, 
Douglas,  Ford,  Iriuuois,  Cumberland,  Lankakee,  La  Salle, 
Livingstone,  Logan,  McLean,  Macon,  Marshal,  Moultrie,  Putnam 
Shelby,  Woodford,  Piatt. 

II  consists  of  the  above  counties  and  Alexander,  Bond,  lay, 
Clinton,  Effingham,  Franklin,  Fayette,  Jackson,  -Johnson, 
Jefferson,  Jo  Daviess,  lee,  Marion,  Montgomery,  Ogle,  Perry, 
^ulaski,  Stephenson,  Union,  Will,  V.Tilliamson,  Washington. 

All  of  these  counties  are  within  fifteen  miles  of  the  Illinois 
Central  Railroad  and  are  tributary  to  it.  This  classification  cn 
counties  is  followed  in  all  subsequent  charts  relating  to  growth 


of  counties  near  the  Illinois  Central. 
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Rocky  Mountain  and  °acii  ic  r’oast  states,  made  necessary  labor  saving 
machinery  for  the  farm.  As  a result  agriculture  was  completly  revolu- 


tionised. Improved  plows  and  harrows,  seeders,  cultivators,  binders, 
icapeis,  tin? eshers , corn  shellers  and  other  implements  vv'ere  introduced, 
and.  it  became  possible  for  one  farmer  with  the  aid  of  farm  machinery  to 
raise  several  times  as  much  grain  as  under  the  old  hand  method,  and., 
that  too,  with  much  less  physical  exertion.  Naturally,  this  decreased 
the  cost  of  raising  a crop  and  prevented  any  considerable  increase  in 
the  price  of  food  stuffs.  The  influence  on  the  Illinois  Central  and 
the  territory  tributary  to  it  was  almost  beyond  calculation.  E^fen  in 


1851  there  was  a dearth  of  labor  and/farm  machinery  not  been  generally 
adopted  the  enormous  crops  of  1860  to  1870  could  not  have  been  planted 


or  gathered.  This  was  especially  true  during  the  Civil  War  and  over  a 
third  of  the  able  bodied,  workers  of  the  state  were  in  the  army.  The 
introduction  of  machinery  on  the  farm,  especially  the  reaper  and 
thresher  made  possible  the  large  shipments  of  gra,in  during  that  oerioa 


Prior  to  1870  the  Illinois  Central  railroad  was  the  vital  factor 
in  developing  central  and  southern  Illinois ^and  this  influence  com- 
menced as  soon  as  the  first  piece  of  track  was  laid  in  May,  1852. 
course,  the  amount  of  traffic  handled  during  the  construction  of  the 

TRAFFIC  DURING  road  was  small  and  consisted  largely  of  local  freight, 
THE  P.ERTQD'OF 

CONSTRUCTION  principally  immigrant's  goods,  but  even  in  this  way  it 

was  of  great  assistance  in  settling  the  interior  counties.  At  lirst. 


work  trains,  and  then  regular  freight  and  pasxsenger  trains  •'ere  operate^ 


Bogart,  Economic  History  of  the  United  States , ^ pages  228-303; 
Quaintanc#  The"  Influence  of  farm  machinery  on  crop  production  and 
labor;  Fite,  The  Agricultural  Development  of  the  West  during  the 
Civil  War,  . fif  Econ.^A  , 259-278.  Cf.  Transactions  of  Illi- 

nois State  Agricultural  Society  during  this  period. 
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which  otherwise  would  not  have  taken  place. 
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on  sections  of  track  as  soon  as  completed ^and  in  this  way  it  became 
much  easier  for  settlers  to  reach  either  the  government  or  railroad 
lands  which  were  on  the  market.  However,  the  real  traffic  history  of 
the  company  does  not  commence  until  1855,  at  which  time  all  the  rail- 
road, with  the  exception  of  seventy— seven  miles  from  Mattoon  to  Cen- 
ts'- 

tralia,  was  in  use.^ 


.4 


r (f 

Annual  Report,  Illinois  Central,  1855  to  1857.  The  net  earnings 
to'  January  liwfc,  1855,  amounted  to  "276,540.59.  Estimates  of  the 
gross  earnings  are  given,  but  they  are  so  incorrect , it  is  not  s 
worthwhile  to  repeat  them.  However,  the  approximate  gross  earning 
are  supposed  to  have  been  about  three-quarters  of  a million  dol- 
lars in  the  period  prior  to  the  first  annual  report  in  1855. 

In  this  connection  it  is  interesting  to  study  the  estimates  of 
traffic  made  by  the  promoters  of  the  company.  Mr.  David  Heal, 
the  Vice-President,  made  a report  on  this  subject  to  the  President 
and  Board  of  directors.  As  this  report  throws  considerable  light 
upon  the  later  traffic  policy  of  the  road  a full  summary  of  it  is 
given  below: — 

Speaking  of  the  coal  from  the  Cairo  and  Danville  fields  he  says : - 
"It  is  not  probable  that  any  considerable  quantities  will  be  ex- 
ported from  Cairo  because  the  hau  coal  from  the  Ohio  being  con- 
tiguous to  its  banks  can  be  delivered  on  shipboard  for  less 
money.  It  will,  however,  be  wanted  by  every  steamboat  that 
touches  Cairo.  1500  steamboats  times  50  tons  is  75,000  tons.  From 
the  mines  near  Danville  Chicago  and  all  of  the  towns  on  lake  Mi- 
chigan would  receive  their  supply  of  coal  to  more  advantage  than 
from  any  other  source.  The  average  transportation  wTill  be  over 
75  miles  and  the  lowest  rate  would  be  01.50  per  ton,  which  would 
mean  ''>225,000.  The  central  counties  of  the  state  have  no  lumber, 
while  those  having  coal  have  lumber.  The  cars,  therefore,  carry- 
ing, coal,  as  well  as  those  carrying  produce  to  Chicago  T-  ill  find 
employment  on  their  return  trios  in  the  transportation  of  lumber. 
The  gross  income  from  this  cannot  be  stated  definitely,  but  will 
be  at  least  0500,000. 

2nd.  The  transportation  of  Indian  corn  and  other  grains  will  be  e 
the  important  busines  of  this  road.  Their  production  will,  in  tim 
be  limited  by  the  capacity  of  the  road  to  carry  it  off.  (He  esti- 
mates 60,000  families  as  tributary  to  the  Illinois  Central  on 
20,000  square  miles.  Estimates  666  2/5  bushels  of  corn  per  family 
to  be  exported,  equal  to  33,333,333  bushels  of  indian  corn,  equal 
to  1,000,000  tons)  The  average  distance  which  it  would  have  to  be 
transported  to  the  market  could  not  be  less  than  100  miles  and  the 
price  would  be  low  at  5/  per  ton  per  mile.  This  would  give 
$4,000,000.(3£o  keep  within  bounds  we  will  suppose  that  , ex- 
clusive of  the  lumber  by  the  coal  and  through  trains,  only  one 
eighth  of  the  outward  tonnage  is  returned  in  supplies.  This  would 
give  the  read,  at  the  enhanced  rate  which  such  goods  would-  oearf 
say  4/  per  ton  per  mile)  $5  per  ton,  or  '>625,000. 

(Continued  on  page  124) 
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The  Illinois  Central  was  built  with  the  primary  object  of  devel- 
oping the  agricultural  resources  of  the  state jand  until  the  eighties 

trZTC,,  'rA  * i 

i ts/  agriculture  bes±rcess  overs  had  owed  ^e-very  t/hfrirr-trlrre . Thus,  in  1860, 
approximately  fifty  per  cent  of  the  entire  traffic  of  the  road  origin- 
ated on  the  neighboring  farms ^and  eleven  per  cent  more  was  lumber. 


0”V+- 


X 


I 


(Continued  from  page  123) 

(4)  Bocal  Traffic.  The  local  travel  of  this  road  will  be  an  item 
of  some  importance.  The  people  must  be  considerably  scattered  and 
if  they  travel  at  all  they  will  use  the  railroad.  Now,  if  each 
family  overages  5 journeys  of  60  miles  each,  or  300  miles,  per 
annum  for  the  whole  household  it  will  cause  the  read  to  carry  one 
passenger  18,000,000  miles,  which,  at  3^  per  mile,  is  0549,000. 

(4)  Through  Travel.  There  is  a great  deal  of  travel  from  the 
south  and  west  that  moves  regularly  northerly  and  easterly  in 
early  spring  and  southerly  and  westward ly  in  autumn  .impelled  by 
business  or  pleasure  or  both.  Routes  (a)  The  southern  line  of  rail- 
roads and  steamboats  and  stages  from  Virginia,  the  Oarolinas, 
Georgia  and  Alabama. 

(b)  The  Baltimore  and  Ohio  Railroad  intended  to  be  constructed  to 
Wheeling  on  the  Ohio  river,  (c)  The  Pennsyl vania  Railroad  and  the 
Ohio  Central  from  Philadelphia  to  Pittsburg.  Thence  by  one  line 
to  lake  Erie  and  by  another  through  Columbus  to  Vincennes  and  Ct. 
Douis.  (d.)  The  Erie  Railroad  to  Dunkirk,  thence  by  the  Bake  8 
Shore  roads'  to  Toledo  and  thence  by  southern  Michigan  to  Chicago, 
(e)  Hudson  River  Railroad,  connecting  the  Albany  and.  Buffalo  road 
and  permitting  terminating  at  Buffalo  or  Niagara  Nalls,  and  thence 
by  the  Great  Western  road  through  Canada  to  Detroit  and  thence  by 
Michigan C entral  to  the  junction  with  the  Illinois  Central  at  or 
near  Chicago.  Now  all  of  these  routes,  except  the  two  first,  al- 
though to  a degree  competing  among  themselves,  will  discharge 
their  southwesterly  freight  and  passengers  upon  the  Illinois  Cen- 
tral, which  will,  in  turn,  benefit  them  by  affording  the  cheapest 
and  best  line  from  the  Atlantic  to  New  Orleans.  YTien  the  M.  <B0., 

I . C . , Great  Western  and  Hudson  River  roads  are  completed  the  dis- 
tance from  New  York  to  Mobile  will  be  as  follows 

New  York  to  Albany 

Albany  to  Niagara 


144  miles 

5 

300 

11 

229 

10 

fal  227 

10 

400 

16 

500 

20 

Michigan  City  to  Cairo 
Cairo  to  Mobile  ___ 

Total  1800  " 72  / 

We  may  estimate  t be  movement  at  250  persons  easterly  to  pass  over 
400  miles  or  road  , cual  10,400,000  miles,  which  a ^ 

will  give  $312,000,  and  in  this  same  class  must  be  incxuec.  t 
transpiration  ot  merchant ise.  As  the  road  will  be  the  shortest 
safest  and  quickest  line  between  the  west  and  the  east  * it  ill 
be  likely  to  secure  almost  allof  the  valuable  goods  imrortea  o^ 
manufactured  by  the  Atlantic  states  for  the  supply  ot  one  cisis 
(Continued  on  page  125) 
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making  a total^of  over  sixty  per  cent  of  agricultural  or  semi-agricul- 
tural character.'1'  hoover,  With  the  exception  of  Chicago  and  a few 
of  the  larger  towns  such  as  Galena,  T.a  Salle,  Decatur^and  Bloomington, 
the  pr  osperity  of  Illinois  was  dependent  on  the  prosperity  of  the  farms 
oi  the  state.  Agriculture,  then,  was  the  keynote  of  the  traffic  his- 
tory of  the  company  until  long  after  1870. 


& 


Ihe  distribution  cf  tonnage  is  given  in  the  annual  reports  of  the 
railroad  from  1856  tc  1870‘  also  receipts  and  shipments  from  each 
station  for  most  of  this  period. 

(Continued  from  page  124) 

sippi  valley.  (6)  Transportation  of  mail. 


150,000  tons  of  coal  carried.  7b  miles  each  gives 

150.000  " M lumber  " 100  " " 

1,000,000  " " produce  " 100  " M 

125.000  M M mdse.  " (back) 

60.000  passengers  (local)  300  " " 

26.000  " (through)  400  " " 

20.000  tons  through  freight400  " " 

Total 

Mails,  etc. 

6,300,000 

The  transportation  of  the  above  258,000,000  tons  of  merchandise 
or  indiviaul  passengers  carried  one  mile  at  1^  per  ton  per  mile, 
would  cost  $2,580,000,  leaving  $3,720,0 00  net 
Bess  7 ' state  tax  440, 000 

3,280,000  or  7f  on  $47,000,000. 
The  transportation  of  this  business  would  r equire  the  following 
train  service: — 


225.000  dollars 

300.000 
4,000,000 

625.000 

540.000 

372.000 

200.000 
6, 202.000 

98,000 


1. 

1 

freight  train 

per 

day 

Dubuque  to  Central i a 

260 

mil 

2. 

1 

pas  enger 

it 

tt 

If 

It 

If  tt 

260 

It 

3 . 

1 

freight 

tt 

ha  If 'way 

If 

ft  ft 

130 

tt 

4. 

2 

ft 

tt 

per 

day 

Junction 

to  Cairo 

174 

ft 

5. 

5 

ft 

tt 

it 

ft 

If 

" Chicago 

226 

ff 

6 . 

1 

coal 

tt 

M 

tt 

Mines  to 

Cairo 

54 

ft 

7. 

1 

ft 

ft 

tt 

If 

Danville 

to  Chicago 

120 

ft 

8. 

1 

pas  anger 

tt 

tt 

If 

Cairo  to 

Chicago  (accom.) 

400 

tt 

9. 

1 

»t 

tt 

it 

ft 

tt  f! 

" (express) 

400 

1 1 

ret  uiring  689,560  passenger  train  miles  and  1,162,808  freight 
train  miles  a year,  or  a total  of  1,852,368;  for  which  75  engines, 
90  passenger  cars,  960  freight  cars,  and  64  coal  cars  were  ccn- 
sioered  necessary. 

( Taken  from  fetter  of  David  weal  to  President  Schuyler,  . iv^n  in 
full  in  Documents  Relating  to  the  organisation  of  the  Illinois 
Central  Railroad,  pp.  85  ff . This  is  an  official  estimate  of  the 
earnings.  The  reader  is  referred  to  page  164,  chapter  vi,  j or  the 
influence  of  this  estimate  on  financial  matters,  and  to  tne  re 
maining  pages  cf  chapter  v for  a comparison  of  the  actual  and  est 

mated  traffic  of  the  road. 
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As  Illinois  was  primarily  an  agricultural  state  the  movement  of 
its  crops , especially  corn  and  wheat,  depended  upon  demands  outside  the 
state,  in  other  words  upon  the  needs  of  the  industrial  population  of 


farmer  in  McLean  or  Macon  country  would  ship  his  grain  at  all the 

vital  problem  for  the  ral  lroad was  decided  by  the  price  of  grain  at 

Chicago.  Unless  the  New  York  price,  less  the  cost  of  transportation. 


VORABLE  TO  THE 

F AIMER  1850-70  not  ship  it,  at  least  he  would,  nctp  reduce  and  ship  it 

for  any  length  of  time.  Fortunateljr  for  the  Illinois  Central,  the 
price  of  all  farm  products  was  high  from  1861  to  1870,  and  was  exces- 
sively low  in  only  one  or  tvwo  years  before  that  period.  These  high 
prices  were  accompanied  by  large  demands  from  other  parts  of  the  coun- 
trjr,  as  mentioned  above,  especially  in  the  period  from  1861  to  1870, 
and,  at  times,  the  supply  of  grain  was  insufficient to  meet  all  the  ne- 
cessary demands  of  the  North  Atlantic  states  and  Europe.  On  account  of 
the  inflation  of  the  currency  the  increase  in  currency  prices  was  very 
great,  but  there  was  a fair  advance  in  gold  prices,  while  the  expenses 
of  the  farmer  for  labor  and  supplies  did  not  increase  as  rapidly  as  the 
receipts  from  his  grain  or  cattle.  Of  the  different  grains  corn  had 
the  greatest  rise  in  price^  and  wheat  the  least,  but  as  the  terri- 
tory dependent  on  the  Illinois  Central  was  largely  corn  country  this 
proved  of  advantage  to  both  the  farmer  and  tte  railroad.  There  -as 
also  a large  increase  in  the  urice  of  cattle;  again  favoring  the  cen- 
tral  counties  of  the  stated 

dn  

V Fite,  The  Agricultural  Development  of  the  West  During  the  ivil 
War,  ^ J^:r‘ <M  Eccn. , aE,  259-278.  Cf.  Mitchell,  History  of  the 

jw  Greenbacks. 


the  Eas 


t and  South 


UGHBOd  on-  pages  97  to  103.  But  whether  the 


profit  on  a bushel  of  corn  or  wheat,  the  farmer  would 


in  other  words  the  Chicago  price,  would  yield  a 


"8//^  Aldrich  Report,  cl.  U,  opag^s  7-S. 

Ibid.,  pp.  60^61 
h-r  Ibid.,  pg me  26. 
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The  general  adoption  of  labor  saving  machinery,  combined  with  high 
Chicago  prices  for  grain  and  a large  demand  for  food  stuffs / had  a very 
strong  in.1T uence  on  the  production  of  grain  in  the  territory  along  the 
Illinois  ( entral  railroad...  V acant  government  and  railroad,  land  was  oc- 
cupied and  the  acreage  under  cultivation  increased  rapidly  from. census 

INCIJEAtED  4GRI-  period,  to  census  period.  The  growth  in  some  of  the 

CULTURES  PRG.- 

DUCTION  OP  TER-  interior  counties  was  remarkable.  Champaign  county 

RITORY;  DECEDENT 

ON  ITT  INOIS  CEN'T  increased  its  area  under  cultivation  from  twenty 
two  thousand  acres  in  1850  to  four  hundred  and  nineteen  thousand  in 
1870;  Tivingstone  from  thirteen  thousand  to  three  hundred  and  seventy 

THtt-f  A*D 

seven  thousand,  and.  Irfti.  uois  from  thirty  to  three  hundred  and  twenty 
two  thousand.'*"  The  twenty  one  typically  agricultural  counties  had 
more  than  seven  times  as  many  acres  under  cultivation  in  1870  as  in 


1850,  as  is  shown  in  the  following  table:- 

d c y . “*  Tu 


<c 


i(L  — — To 

^ 4 ACRES  UNDER  CULTIVATION}  1850^70. 


1850 


1860 


l ft  y 


1870 


& 


GROUP  I 744,000  14.8* 

GROIN3  II  1,590,000  31.6 

\C00K  CO.  154.000  5.1 

TOTAL  1,744,000  34 . 7y 


2.902.000  22.2* 

5.101.000  38.3 

267,000  2.4 

5.368.000  40.7 


5.337.000  27. 6\' 

8.839.000  43.2 

548,000  1.8 


9,187,000  45.0 


5,039,000  100.0  13,096,000  100.0  19,329,000  100.0 


$ 


efts'1  . CensusftA850,  1860,  1870),  Toltfines  on  Agriculture.  % i-',Z 

Ibid. , for  the  counties  comprised  in  each  group,  see  per 

cent  refers  to  per  cent  of  total  acreage  oo ntarined-  irr^each  cCTCnty 
os1— Group  II  includes  Group  I. 

(Omitted  from  page  126)  In  the  six  years  from  1856  to  1861  prices 
varied "greatly  and  on  the  whole  were  not  so  favorable  to  the 
farmer  as  during  the  Civil  War.  The  lowest  point  was  reahced  m 
the  second  year  of  the  war,  1862,  when  corn  dropped  to  as  low  as 
22^  a bushel  and  wheat  to  55^a  At  the  same  time,  jus o bej.o 
gathering  of  the  crop  of  1859  a remarkably  high  level  was  reaches. 
Which,  compensated,  to  a certain  extent  , for  the  lower  figures  be- 
fore  and  after. 10 

a Aldrich  Report,  Vol.  II,  pages  7,8, 

1862  for  corn  and  July,  1861  for  wheat, 
b Ibid.,  1859. 
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The  larger  area  in  farms  was  accompanied  by  a greater  yield  of  farm 
f products,  especially  corn,  wheat  and  oats.  It  was  also  accompanied  by 

a greater  diversity  of  farming  and  the  total  production  of  the  three 

/ f*. 

staples,  consequently,  did  not  increase  as  rapidly  as  the  acreage  did.^ 
At  the  same  time  the  growth  of  the  grain  crops  was  large  enough  to  at- 
tract attention.  This  was  especially  true  cf  the  central  agricultural 
counties.  The  following  tables  show  the  increased  yield  of  the  three 
staples,  but  the  figures  for  1869  (census  of  1870)  were  unduly  small, 
owing  to  droughts,  and  to  obtain  a correct  estimate  of  the  ire  rease 

during  the  decade  the  total  should  be  considered  about  twenty  five  per 

& 

cent  larger."'^ 


>***.  1V_ 

v » 

PRODUCTION  OF  CORN,  1850  TO  1870. 


r 


an,  VJJOOH. 
TOTAL 

*L  * L/ 

STATE 


1850 

l*'- 

1860 

ft 

1870 

tUjf 

Vi 

H H H 
■H  H 
H 

9,985,000 

16,890,000 

429,000 

17.7% 

29.3 

.7 

29.613.000 

44.302.000 
877,000 

25.80s 

38.6 

.7 

39.265.000 

59.257.000 
770,000 

30.2V 

45.6 

.5 

J 

17,319,000 

30.0 

45,179,000 

39.3 

60,827,000 

46.1 

1 

57,646,000 

100.0 

115,174,000 

100.0 

129,921,000 

100.0 

a 

xkn.  :y.. 

PRODUCTION  OF  WHEAT, 

1850  TO 

1870. 

1850 

i-U  it 4*0 
jf  ~ 

1860 

1870 

■ * * . } 

H - 
H H C 

C 

949.000 
2,171,000 

238.000 

10. 1ft 
25. 1* 
2.7 

4. 105.000 

8.870.000 
299.000 

17.6V 

37.2 

1.3 

4,043,000 

10,625,000 

149.000 

13.8V, 

35.4 

.5 

1 

2,409,000 

25.8 

9,169,000 

38.5 

10,774,000 

35.9 

9,414,000 

100.0 

23,837,000 

100 . 0 

30,128,000 

100.0 

< 


^ Introduction  of  Volume 


olumes  on'  Agriculture,  Seventh,  eighth,  and  ninth 

^ Una-tacL-States  Bt  -censua-y  1-850-,-  1860,  187^. 


Ibid.,  1870. 

Cook  bounty. 

Volumes  on  Agriculture,  seventh*  eighth  and  ninth  census. 
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PRODUCTION  OP  OATS  IN  ILLINOIS^  1850/rl870. 


Y 


0 


YD 


GROU°  I 
GROUP  II 
GOON  CO. 
TOTAL 


1850 

u t-  M. 

1860 

% 

1870 

1,275,000 

12.  OH 

2,330,000 

15,4^ 

10,619,000 

24. 8S 

3,174,000 

30.2 

5,865,000 

38.8 

20,421,000 

47.7 

403,000 

4.0 

1,092,000 

7.2 

1,584,000 

2.8 

3,577,000 

10,087,000 

34.2 

100.0 

6,957,000 

15,220,000 

46. CVS 
100.0 

22.005.000 

42.780.000 

50.5 
100.0  ^ 

STATE 

These  babies  show  not,  onl-y  a large  increase  in  all  crons,  but,  also  an 
especial  emphais,  particularly'  in  the  corn  belt,  on  the  production  o: 
oats  and.  corn  instead  of  wheat ^ At  the  same  time^the  total  amount  c. 
grain  produced  in  the  forty  three  counties  along  the  Illinois  Central 
(excluding  Cook  county)  increased  from  21,200,000  bushels  in  1850  to 
80,500,000  bushels  in  1870,  or  369L.\  The  number  of  sheep,  cattle  and 
swine  on  the  farms  will  be  taken  up  later  on  in  this  charter. 

Having  seen  the  growth  of  grain  production  in  the  territory  trib- 


utary to  the  Illinois  Central  it  .is  possible  to  ascertain  hat  in  lu 
ence  these  large  crops  had  upon  the  railroad.  In  the  precede ing  pages 
it  was  shown  that  the  Illinois  Central  was  placed  in  a very  disadvan- 
tagous  position  in  1856  to  1870  in  regard  to  shipping  grain  south  to 
New  Orleans  and  that  economic  conditions  diverted  western  grain  to  Chi- 
cago and  the  east  and  west  trade  route.  Although  not  to  its  interests, 

DEVELOPMENT  OF  the  "Central”  was  forced  to  yield,  to  outside  xorces 

GRAIN  SHIPMENTS 

TO  CHICAGO  \ and  make  Chicago,  not  Cairo,  its  principal  terminus 

for  the  handling  of  grain.  The  phenomenal  rise  of  the  former  city  as  a 
grain  center  is  a familiar  story, and  in  the  period  under  discussion 
the  Illinois  Central  did  as  much  as  any  other  road  to  build  up  the 
interests  of  this  city.  It  accomplished  this  r esult  despite  its  un- 
(Continued  on  page  130) 
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favorable  location.  In  studying  the  map  of  the  Illinois  entral  one  is 
impressed  by  its  poor  arrangement  so  far  as  shipments  to  Chicago  are 
concerned.  It  is  better  situated  than  any  other  Illinois  road  for  the 
handling  of  corn  and  oats  from  a large  portion  of  the  corn  belt,  but  is 
in  a weak  position  so  far  as  wheat  from  the  northern  counties  is  con- 
cerned. To  carry  wheat  from,  say, La  Salle  county  over  its  own  rails  it 
must  send  the  grain  south  to  Centralia  dS^hen  north  again  to  Chicago, ^ 
or  about  three  times  as  great  a distance  asA***  the  Chicago,  hock  Is lan 
and  Pacifiq^  The  same  condition  existed  in  the  handling  c i ■ am  f 
many  of  the  counties  on  the  main  line  north  of  Vandalia.  This  -as  ob- 
viated by  traffic  and  trackage  agreements,  but  not  in  a manner  prof- 
itable to  the  Central.  Up  to  1860,  the  Galena  and  Chicago  Union  line 
from  Freeport  to  Chicago  had  an  agreement  with  the  central  oy  . hicn  -he 
latter's  business  from  points  north  and  south  of  Freeport  was  jent  to 
Chicago  over  the  rails  of  the  Galena  road  in  the  Central's  cars.* 

Pater  a similar  agreement  was  made  with  the  Chicago,  Burlington  and 
Quincy  from  Dixon,  but  on  somewhat  less  favorable  t erms  -.o  e er, 
most  of  the  grain  originating  north  of  the  Illinois  river  the  Illinois 
Central  obtained  only  the  short  haul  to  Freeport  or  Dixon,  while  the 
other  railroad  received  liberal  returns  for  carrying  the  cars  to  Chi- 
cago. Relations  with  the  Galena  or  Burlington  lines  were  not  always 
friendly  and  from  1858  to  1870  another  means  of  uniting  the  main  line 
and  the  Chicago  branch  was  obtained.  The  Illinois  en^  — -ssi- -e 
the  construction  of  the  Peoria  and  Oouaka,  now  the  Toledo,  Peoria  and 
western  branch  of  the  Pennsylvania  system,  and  made  a trackage  agree- 


•v 


A. 


(18*0,  I860, 187$. 
SnjJ.ia^pr^',lflinois"  Central  Railroad  , 1855 -t?  1859. 
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went,  with  that  company  by  which  its  trains  could  run  from  El  Paso  to 
Oilman  over  the  latter's  tracks.^  By  this  connection  the  two  arms  of 
the  system  were  united  one  hundred,  and  sixty  miles  above  Central ia  and 


the^ company  was  in  a position  to  get  the  long  haul  on  shipments  to  Chi- 

Nik  ^ 

cago. A 

Other  traffic  agreements  were  made  with  roads  intersecting  the 
Central  by  which  the  latter  got  the  haul  to  Chicago.  Important  among 
these  alliances  was  one  with  the  Great  Western,  now  the  Wabash,  at 
Tolono  and  Decatur,  the  Ohio  and  Mississippi  at  Odi'n  and  Sandoval,  the 
Alton  and  Terre  Haute,  now  the  St.  Louis  Division  of  the  Big  Four,  at 


6 / 


Pana  and  Mattoon,  and  the  Mineral  point  railroads.  By  far  the  most 

TRAFFIC  AGIffilMEIITS  permanent  alliance  was  the  one  with  the  Duburue 

WITH  i VARIOUS  ROADS  J j Ait*  ^ K*  '&,***-4  kv  fsfc  *#».'■*  w.  /t'i  y \ 

ANT)  LEASE  OF  DUB-  and  Sioux:  City,.  'Aa-  stated  in  chapter  iv,  the  re- 
& SlOtoX  CITY  LIHES  M J 

IN  IOWA  lations  between  the  two  companies  were  always  very 

close  and  soon  after  the  Iowa  line  was  built  an  arrangement  was  made  by 
which  all  the  grain  originating  on  the  latter's  road  would  be  turned 
over  to  the  Central  at  Dubuoue.-^  In  1S65  and  1866  other  railroads, 

i / 

especially  the  present  Chic #?o,  Milwaukee  and  St.  paul  system,  attempted 


h 


i‘‘A 


to  control  the  Dubuque  ark/  Sioux  City  and  subsidiary  lines,  and,  in 

/ 

self  defense,  the  Illinois  Central  leased  the  Dubupue  and  Sioux  City, 
Ioiva  Falls  and  Sioux /City  and  Cedar  Falls  and  ‘Minnesota  for  twenty 
years,  at  35'  of  the  gross  earnings  for  the  first  ten  years  and  36 
£nr_the  next  te*W  ^this  arrangement  all  grain  originating  on  the 


vL  Annual  .Report,  Illinois  Central,  1857-wbc  186-  . / 
ibid.,  1855 -tc  1870. 

J3  L8^1»>-tP  --  i866 . 

The'  Illinois  Central  had  merely  a trackage  agreement  with-this 
company  and  in  later  years  allowed  other  ano  n .al  rail 
control  this  company. 
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leased,  lines  would,  be  carried  by  the  Illinois  Central  over  the  charter 
lines.  Iowa,  at  this  time,  was  a very  important  wheat  growing  district 
ano  most  oi  the  grain  transferred  at  Dubuoue  was  wheat.  Naturally, 
this  extension  of  the  system  haa  an  important  influence  on  the  Illinois 


portion  vi frhe-syo tettr^and  during  the  first  few  years  of  the  leaje  con- 
trol of  the  Dubuque  and  Sioux  City  was  profitable  to  the  Illinois  Cen- 


0^7 

"I 


tral. 

During  the  time  these  various  traffic  and  trackage  agreements  t 

being  completed ^ the  receipts  of  wheat,  command  oats  at  Chicago  over 
the  tracks  of  the  Illinois  Central  grew  very  rapidly.  In  1855  only  a 
part  of  the  road  was  in  operation  and  in  1856,  1857 Yand  1858  there  were 
poor  crops,  while  most  of  the  land,  near  the  railroad  had  not  yet  been 

settled.  As  a result  the  receipts  of  grain  at  Chi- 
cago from  this  territory  were  small.  In  1859, 


RECEIPTS /CP  GRAIN 
AT  CHICAGO 'OVE 
THE  ILLINOIS  C 
TRAL  INCREASED 

RAPIDLY  1856-1870  I860. and  1861,  and  most  of  the  remaining  years  of 

the  decade  crops  were  good  and  the  shipments  by  the  railroad  increased 

p- ' ' P 

to  considerable  proportions,  -as— is  . 

Haa  it  not  been  for  the  exceedingly  low  prices  prevailing  during  much 
of  the  period  from  1857  to  1862  and  the  large  shipments  south  to  Cairo 
from  1860  to  the  close  of  the  war  the  movement  would  undoubtedly  have 
been  much  greater.  The  largest  amount  of  any  one  grain  consisted  of 
corn,  which  increased  from  758,901  bushels  in  1858  to  6,903,430  bushels 
in  1867  and  10,475,680  bushels  in  187lP^  Wheat  shipments  grew-  at  a 
somewhat  slower  rate,  bp  from  1,100,482  bushels  in  the  earlier  year  to 
5,244,540  bushels  in  the  latter The  amount  of  oats  handled  remained 


1^  Cf.  yhap&frr  vi,  p&g^.  210. for  statements  as  to  net  profits  accruing 
L#  to  the  Illinois  Central  from  this  lease.  , ^ 

Annual  Report,  Illinois  Central  Railroad,  1858 , Itemized 
figures  are  not  given  before  1858. 

^ <^Ibid.  There  is  a slight  difference  between  the  figures  given  by 

tKe~T?hicago  Board  of  Trade  and  the  railroad  due  to  different  fiscal 
years . 
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under  half  a million  bushels  a year  up  to  1865,  when  it  jumped  to 
1,678,087  bushels  and  to  4,258,340  bushels  in  1870.  This  rapio  in- 
crease was  brought  about  by  the  more  general  cultivation  of  this  grain 
after  I860. 


Compared  with  other  railroads  and  the  Illincis4>Tichigan  canal  the 

Illinois  Central  was  always  one  of  the  leading  grain  lines,  ano  during 

the  Civil  War  period  it  hano.led  more  grain  than  any  other  road,  with 

the  possible  exception  of  the  Chicago,  Burlington,  and  Quincy.  In  1858 

corn 

the  Central  was  third,  in  its  receipts  of  grain  at  Chicago,  being  sur- 

REIATIVE  GROWTH  passed  by  the  Chicago,  Burlington,  and  Quincy  and  the 
OF  QEVHNQIS  \cEN- 

TRAJj  G^RAIj'QR^-  Illinois ^Michigan  canal,  with  the  Chicago  and  North - 

C E I rj  T S\DUR  I NG 

THE  crvIJj  WAR  western  only  a few  thousand  bushels  behind.  In  1871 

M 

the  Illinois  Central  handled  more  corn  than  any  other  line  entering 
Chicago,  and  during  the  thirteen  years  increased  its  proportion  of  the 
total  receipts  from  8.1  ’ to  24.80.  In  1858  the  rentral  was  second  in 
the  receipts  of  wheat,  which  position  it  held,  in  1870,  being  led  in 
both  years  by  the  Chicago  and  Northwestern.  Its  proportion  of  the  tO- 

te*  7 

tal  number  of  bushels  reported,  however,  increased  from  11.5  to  30.2' 

The  growth  in  the  handling  of  oats  was  even  larger.  From  third  place 
in  1858  the  Illinois  Central  advanced  to  first  place  in  1870  and  led 
its  nearest  competitor  by  two  and  a half  million  bushels.  In  the  lat- 
ter year  it  d.elivered  40.90  ol  all  the  cats  recei  ed,  as  against  cn^v 

it 

4. 9.,  in  the  former  year  More  over,  these  figures' are  too  1.QW , in  that 
do  not  include  grain  handled  by  the  Galena  or  'hicago,  -urmirg^  ano 


jlnnual  Report,  Illinois  Central  Railroad,  1858-6*  1870.  Of.  Into- 


cKcct»i-cn.  t»o  Volume  on  Agriculture,  Census,  under  head.ing  ,|aoS 

Annual  Report^  Chicago  Board  cf  Trade, “1858  -ta  1870. 

Ibid.  \ o 

From* 1867  to  1870  there  is  a discrepancy  in  the  renorts  of  the  Il- 
linois Central.,  and.  the  figures  given  by  the  company  g cannot  be 
given  for  the  period. 
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Quincy  or  Northwestern  railroads  for  the  Illinois  Central  on  trackage 
agreements.  Had  this  been  included  the  proportion  belonging  to  the 
latter  road  would  have  been  much  larger.  As  it  was,  27.2"  of  all  the 
grain  received  at  Chicago  came  in  over  the  tracks  of  the  Illinois  Cen- 
tral, although  the  Burlington,  Northwestern oand  Rock  Island  systems 

, _ si 

had  each  a much  larger  mileage. 

While  the  great  bulk  of  the  grain  handled  by  the  company,  despite 

its  efforts  to  divert  the  traffic  southward,  was  forwarded  to  Chicago, 

the  receipts  at  Cairo  showed  a healthy  growth  during  the  perioo  ^and  for 

occasional  years  were  almost  as  large  as  the  receipts  at  the  northern 

end  of  the  road.  Prior  to  1860  the  amount  of  wheat,  corn  and  oats 

handled  at  Cairo  was  only  nominal,  but  in  that  year,  and  the  first  few 

months  of  1861,  the  southern  movement  assumed  considerable  importance 

as  the  result  of  energetic  efforts  on  the  part  of  the  traffic  depart- 

GRAIN  SHIPMENTS  ment.  River  and  railroad  connections  to  Mobile  and 
TO  TAIROTIIM- 

rBORTANT  EXCEPT  New  Orleans  were  improving  and  the  company  believed 
NjURING  THE  CIVIL  yo 

WAR  PERIOD  this  growth  was  permanent.^-  These  prospects  were 

rudely  shattered  by  the  outbreak  of  the  Civil 'War  and  the  occupation  of 

Cairo  by  the  federal  troops  entirely  destroyed  the  southern  grain  trade. 

During  the  struggle  a large  proportion  of  the  supplies  furnished  the 

Union  armies  in  Kentucky  and  Tennessee  were  forwarded  by  ~wa,y  of  Cairo  , 

and  the  receipts  at  that  city  were  larger  from  1861  to  1867  than  ever 

before.  The  demand  for  oats  was  especially  large  and  from  49,068  bu- 

ft  * 

shels  in  1855  the  movement  increased  to  4,629,408  bushels  in  1864. 

The  demands  of  the  army  for  corn,  although  not  as  large  as  the  demands 

l<^ 

'S'  Annual  Reporty,  Chicago  Board  of  Trade,  1858* to  1870*  Annual  Re- 
port, Illinois  Central  Railroad,  1856- to  1870,  showing  number  of 
D bushels  of  grain  turned  over  to  tie  respective  connecting  lines. 

*2^  Annual  Report,  Illinois  Central  Railroad,  1860,  1861. 

2^  Ibid.,  1861-t-c  1870.  Most  of  the  grain  was  destined,  directly 
or  indirectly,  for  the  army. 
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for  oats,  were  considerable  and  were  supplemented  by  the  requirements 
oi  tne  civil  population  of  the  South.  Thus,  the  maximum  receipts  oc- 
cured  in  1866,  just  alter  the  close  of  the  war,  and  amounted  to 


'*P“  ^The  following  tables  show  the  proportion  of  grain  received  at 


fggjrt  Annual  Report*,  Illinois  ' entral  Railroad,  1855-to 

•kBZ.0 . ’ ~~ 

^ or  some  reason,  the  total  number  of  bushels  of  oats,  corn  and 
wheat  handled  inl868,  1869,  and  1870,  aces  not  correspond  with  the 
statistics  before  1868  and  no  percentages  can  be  obtained  for 
those  three  years . 

The  tisceilanl&eous  item  includes  shipments  turned,  over  to  connect- 
ing roads,  such  as  the  Chic  and  bis  issippi  and  the  Galena  and 
Chicago  Union,  or  delivered  at  local  stations.  The  large  per 
centage  in  this  column  before  1860  shows  the  importance  of  the 
Galena  and  Chicago  Union  connection.  In  1863,  1864, and  1865  ccn- 
siaeraole  quantities  of  grain  ey  e were  turned  over  to  the  0.  8, 
for  the  use  of  the  army. 


7 

841  bushels,  as  against  only  6,873  bushels  in  1855.^lThe  war  had 


Annual  Report,  Illinois  Central  Railroad 
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Chicago  and  Cairo  from  1855  to  1870* 
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C Or.IPARAT  II E RECEIPTS  OF  CORN  AT  CHICAGO  AND  CAIRO  j 1855^70  * 


MIS CEL i 
A 7F.0US 


1855 

1857 

1868 

1859 

1860 
1861 
1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 


943, 967 
3,691, 777 
7,724,399 
6,024, 156 
4, 149, 999 
2,339,653 
6,203,513 
8,024,035 
7, 820, 560 
5, 844, 930 
5,717, 890 
5,114,130 


902,600 
679, 843 
993,571 


780,943  82.7 

2,  83 9 , 659  77  0 

5,341,303  ,69.‘l 

4,346,301  72.1 

3,597,331  86.5 

1,721,749  73.5 

4,433,270  71.5 

5,443,824  67.8 

5,970,519  76.4 

5,844,930 


5,334,260 

3,533,310 


402,105  44. 5 
242,115  36.7 
758,921  76.3 


228,508  9.3  17.2 

1,133,220  17.9  io.6 

2,350,841  29.4  2.8 

1,678,090  21.4  1.2 


727,880  19.7 

2,119,320  27.5  3.4 


109,370 

23,460 

287,880 


166,536  2.8  25.1 

17,863  .4  13.1 


6,873  . 7\  54.8V 

6,116  .9  62.4 

4,187  .4  2*  * 

22,823  2.4  1 
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practically  no  influence  cn  the  receipts  of*  wheat  and  the  tonnage  of* 

' «"■  *3 

either  wheat  or  flour  increased  until  after  the  war.  After  the  re- 
sumption of  peace  the  receipts  of  all  grains  at  Cairo  continued  large. 


tl 

Annual  Report, 


G r 


COMPARATIVE 

* ale 

V TOTAL 

1855  461,000 

1857  670,424 

1858  409,325 

1859  622,449 

1860  1,329,108 

1861  793,244 

1862  1,760,066 

1863  4,581,731 

1864  7,794,095 

1865  4,518,731 

1866  4,002,825 

1867  4,863,110 

1868  5,082,090 

1869  3,830,620 

1870  5,641,870 


1855  1,478,060 

1857  2,514,181 

1858  2,169,902 

1859  1,882,292 

1860  3,462,276 

1861  4,071,971 

1862  4,688,755 

1863  2,823,464 

1864  3,004,500 

1865  1,922,387 

1866  3,740,946 

1867  3,956,280 

1868  2,948,110 

!869  3,022,110 

1870  1,947,270 

Cl 

These  per  cents 
30.4;  13; 4;  27.5 


Illinois  Central  Railroad,  1855-%$  1870. 
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RECEIPTS  OF  OATS  AT  CHICAGO  AND  CAIRO}  185%/70. 
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44.54- 

49,068 

10. 6\ 

160,265 

36.7’ 

95,881 

14.3 

61 . 8 

141,334 

76.3 

17,551 

42.9 

22.5 

137, 596 

■82.7 

294,595 

47.3 

30. 7 

202, 967 

77.0 

934,007 

71.1 

13.1 

262,209 

69.1 

457,398 

59.2 

7.8 

534,659 

72.1 

427, 693 

24.2 

45.4 

605,040 

86.5 

2,083,639 

43.3 

43 . 3 

214, 158 

73.5 

4,629,408 

59.5 

13.0 

1, 605,443 

71.5 

2,141,806 

46.4 

18.2 

2, 358,285 

67.8 

836,115 

2Q.  4 

20. 9 

3,302, 140 
5,082,090 
4,015,590 
4,258,340 

76.4 

&) 

1,136,530 
350,900 
522,340 
1,414, 180 

23.4 

8.1 

402, 105 

40.8 

242,115 

5.2' 

758, 921 

50.1 

780,943 

75.7 

2, 839,659 

69.6 

5,341,303 

55.0 

4,346,301 

54.1 

3,597,331 

35.8 

1,721, 749 

53.9 

4,433,270 

36.3 

5,443, 824 

23.5 

5,970,519 

52.5 

5, 844, 930 

5,334,260 

3, 533, 310 

should  read: *45. 3;  23.9; 
; 35.4;  58.7;  67.9. 


33,704 

2 . 06C 

56.4 

107,079 

4.3 

90.5 

72,110 

3.3 

46.6 

33,241 

1.8 

22.5 

115,880 

3.3. 

27.1 

89,029 

2.2. 

48.8 

28, 185 

.6 

45.3 

28,540 

1.1. 

60.1 

58,759 

1.9 

44.2 

133,180 

6.9 

53.8 

159,532 

4.2 

72.3 

126,770 

3. 2 

44.3 
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222,220 

112,060 

34.4;  22.0;  15.8;  33.0; 
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but  the  amount  received  from  year  to  year  varied  considerably.  Corn 


mere  than  held  its  own  in  1865,  1866  }ana  1867,  but  dropped  to  only 
109,370  bushels  in  1868,  23,460  bushels  in  1869  and  287,880  bushels  in 
1870,  as  against  an  average  of  over  sixteen  hundred  bushels  in  the 
three  preceeding;  years.  Oats  decreased  in  a similar  way  in  1868  and 


1869,  but  recovered  in  1870.  Wheat  actually  increased  after  the  war. 
These  fluctuations  were  much  greater  than  at  Chicago  and  indicate  the 


lack  of  strength  in  the  southern  movement  of  cereals.  In  the  aggregate 
the  total  number  of  bushels  forwarded  to  Cairo  as  compared  with  Chicago 


were  small,  except  curing  the  six  years  from  1861  to  1867.^ 

Next  to  grain  the  mc3t  important  agricultural  commodity  carried  by 
the  Illinois  Central  was  live  stock sheep,  hogs  and  cattle.  Condi- 

tions in  the  packing  industry  from  1856  to  1870  were  radically  dif- 
ferent from  what  they  are  now  and  there  were  serious  restrictions  upon 
the  development  of  the  industry.  Refrigerator  cars  were  not  in  gen- 

C0NDIT5QNS  IN .LIVE  eral  use  and  the  transportation  of  fresh  meat 

STOCK  INI3U S TRYX' PEE  - 
VENTS  its  BEQOMING 
EXTREMELY  IMPORTANT 


the — ea»e  a few  years  later,  and  the  shipment  of  pork,  beef  and  mutton 
to  the  eastern  states.  Instead,  most  of  the  meat  used  in  that  terri- 


tory was  packed  in  local  establishments  from  homebred,  live  stock. or 
animals  sent  from  the  West  on  the  hoof.  Even  the  shipment,  of  western 
live  stock  for  slaughter  in  eastern  cities  was  handicapped  by  the  high 
cost  of  railroad  transperation shipment  by  lake  being  out  oi  tne 


75, 


ouesticn— and';  the  difficulty  of  carrying  the  animals  long  distances 
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without  great  depreciation  in  value.  Moreover,  the  number  of  small, 
local  packing  houses  was  large  in  the  ykst  as  well  as  in  the  §ast.  nn 
the  other  hand  great  quantities  of  pork  and  beef  were  salted  or  pickled 
and  in  that  condition  could  be  carried  long  distances.  Thus,  the  mar- 
ket for  meat  products  was  not  confined  entirely  to  the  territory  within 
a few  miles  of  the  packing  house. 

The  conditions  outlined  above  affected  -yhe  Illinois  Central  in  two 

ways.  The  high  cost  of  transporting  live  stock  prevented  the  use  of 

the  territory  beyond  the  Mississippi  until  after  the  close  of  the  Civil 

War ^ and  made  Illinois  the  natural  center  of  the  industry.  Moreover, 

from  1856  to  about  1863  or  1864  only  that  oortion  of  the  state  within 

a hundred  and  fifty  miles  of  Chicago,  which  even  then  was  the  center  of 

live  stock  shipment,  could  send  its  sheep,  hogs  or  cattle  to  market. 

But  while  this  gave  the  central  counties  of  the  state  an  aovantage  over 

LACK  OF  MEANS  OF  their  competitors  it  limited  the  -^Lumber  of  ani- 

TBANS PORTING  LIVE 

STOCTC  BOTH  HELP  mals  which  could  be  slaughtered  at  Chicago  or 

and\jinbe»  central 

ILLINOIS  sent  east  from  there  to  the  packing  houses  on  the 

Atlantic  6oast.  As  the  num.be r of  farmers  was  comparatively  small  at 

this  time,  it  t profitable  for  them  to  raise  live  stock,  but  re- 

o-/ 

s trie ted  the  number v carried  on  the  railroad.  After  the  Civil  War  rail- 
way rates  were  reduced  and  the  trans -Mississippi  territory  became  a 
strong  competitor  of  central  Illinois. 

There  wrere  other  influences  cf  a somewhat  local  nature  which  at  - 
fected  the  industry  in  the  counties  along  the  Illinois  Central.  One  c: 
the  most  important  of  these  was  the  cost  of  corn.  Prior  to  1860  corn 
on  the  farm  was  of  little  value  e,nd  it  was  usually  cheape  to  1 eec*  it 
to  swine  or  cattle  than/ attempt  to  ship  it.  Thus,  the  amount  of  grain 
forwarded  from  local  stations  along  the  rai.  Ircad  wras  much  smaller  than 
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the  large  crops  would  have  permitted.  During  the  Civil  War  period  the 
price  of  corn  was  high  and  the  farmers  found  it  more  protitable  to 
ship  it  in  bulk  than  "on  the  hoof".  After  the  war  there  was  a decline 
in  the  price  of  command  the  high  prices  of  meat  induced  the  farmers  to 
raise  a much  larger  number  of  animals  than  before. 


As  would,  he  expected  from  these  changing  conditions,  the  number  of 
live  stock  on  the  farms  of  the  state  fluctuated,  although  the  general 
tendency  was  upwards.  The  central  counties  profited  the  most  by  this 
CENTRAL  COUNTIES  increase,  ''although  the  number  of  animals  • a.  not 

RARtjS  ' lh.  proportion  either  to  the  populati'di)  or  the 

FROM  1^0  TO  1870  amount,  of  corn  produced.  j.vioentl  y , j!l,J  ■ 1 

of  the  period  did  not  find  it  profitable  to  fatten  hogs  and  cattle  en- 
tirely on  corn. for  the  census  returns  show  that  the  counties  raising 
the  largest  amount  of  grain  did  not  have  the  largest  number  of  meat 
cattle.  For  some  reason  or  other, 

which  stimulated  the  production  of  wool  as  a substitute  fcr/clothmg, 
the  number  of  sheep  much  more  than  doubled,  in  the  decade  from  I860  to 

1870  and  nearly  tripled  in  the  central  agricultural  counties  along  the 

7^ 

Illinois  Central  Railroad.  ^ 

The  growth  of  the  live  stock  industry  in  the  state  is  shown  oy  tne 
following  tables,^  ****** 
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In  the  decade  from  1860  to  1870  Chicago  became  the  leading  packing 
center  of  the  country^ and,  thus,  afforded  a market  for  the  growing  num- 
ber of  live  stock  in  the  state  and  especially  in  that  portion  near  the 


Illinois 

Central.  Prior  to 

the  war  the 

Illinois 

Central  ranked  second 

among  the 

railroads,  entering  Chicago  in 

the  number  of  hogs 

and  cattle 

- C o-vt-  ■*-« 

_ 1 n 

<a«. 

IsXVIII.. 

X 

r> 

NUMBER 

OP  CATTLE  ON 

FARMS  % 1850^1870 

% 

1850  (fgrS^r O 

1860 

Akt  o* , , > 
*** 

1870 

GROUP  I 
’ GROU3  II 
LCOOK  CO. 

90,332  16.7# 

187,954  34.6 

11,155  2.6 

166,615 
436,096 
14, §32 

17 . 2\ 
45 . 1# 
2.00 

265,683 

454,495 

14,431 

25.1# 

43.00 

1.4 

TOTAL 

199,109  37.2 

455,408 

47.1 

468,926 

44.4 

, STATE 

541,209  100.0 

970, 799 

100.0 

1,055,499 

100.0 
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NUMBER 

OF  SHEEP  ON 

FARMS 1850^1 870 
7 y\ 

£ 

Hi.- 

( 

GROUP  I 
f GROUP  II 

ICO OK  CO. 

TOTAL 

1850  k*  &uJ 

1860 

V -aaB 

1870 

138,403  15.59c 

285,964  32.0 

13,496  1.5 

111,669 

163,514 

8,653 

14.5#, 

21.2 

1.1 

292,605 

593,368 

10,622 

18.6# 

37.8 

. 6 

299,460  33.5 

172,167 

22.3 

603, 990 

38.4 

r STATE 

894,043  100.0 

769,735 

100.0 

1,568,28 6 

100.0 

The^ab o ve  tab lea  ar 

1850,'*'T8'6Cb?  1870. 


based  on  the  Census  reports  on  .agriculture. 
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received,  being  preceded  by  the  Chicago,  Burlington  am  Quincy  and 
closely  followed  by  tie  Northwestern^Rock  Island  and'/lltcrn^  During 
the  war  the  high  price  of  corn  and  other  unfavorable  conditions  affec- 
ted the  Illinois  Central  more  than  the  other  roads  rand  it  brought  in 

/F> 

the  smallest  number  of  any  of  the  large  systems.^  Beginning  with  1866 

COMPARATIVE  IMPOR-  the  territory  tributary  to  the  Central  was  better 
TANGE  OF  ILLINOIS 

CENTRA tj  AND  OTHER  situated  than  its  oo  mpetitors  .and  the  railroad 
RAITE0ADS  LIVE 

STOCK  RECEIPTS  ag;ain  assumed.  second  position,  with  the  Burlington 

still  ahead.  The  other  tnree  important  roads  were  not  far  behind,  ano 
excepting  the  Burlington,  there  was  no  a great  difference  between  the 
number  handled  by  each. 

The  growth  of  the\  Illinois  Cektral  in  shipments  to  Chicago  was  not 


only  relative^  but  abs elute  J ' ftr  ■•br■e^ug4it~4nto^he  -e-i Estover  four  times 

S'  5 d-\l  ~c to  Sy  r — — . 

as  many  hogs  and  cattle/\in  1870  as  the  average  from  1868  to  1860  J -and 

was  -arliirus-b -as.  great  as  the  general  increase  of  tonnage  on  the  road. 

LIVE  STOCK  MOVE-  t.h p r a ne  -tJ-ma. *7,  he  shipments  of  live  stock  constitu-  j 
MENT  Mh  IMPORT- 
ANT PART  OF  Hi-  tea  an  appreciable  part  of  the  traffic  of  the  road. / 
LINO IS  CENTRA^  * * ^ 

TRAFFIC: 1850-70;  For  instance,  in  1870,  the  Chicago  Board  of  Trade 

credits  the  railroad  with  receipts  of  379,5.13  hogs,  87,915  cattle  ,ano 
89,597  sheep,  equivalent  to  about  eighty  eight  thousand  tons . v This 
was  eo uivalent  to  6.5  of  the  total  tonnage  handled  by  the  system  in 
that  year.  As  the  rates  and  the  average  haul  of  this  class  o:  freight 

were  considerably  greater  than  the  average  the  business  must  have 
amounted  to  at  least  ten  per  cent  of  the  gross  earnings.^  The  company 
enaeavored  to  encourage  live  stock  shipments,  though  entirely  as  an  ad- 
dition to  the  regular  movement  of  grain,  and  the  results,  judging  from 

the  above,  were  satisfactory. 

Annual  Report,  Chicago  Board,  of  Trade,  i858~t©  1861. 

Ibid. , 1861-lwc  1866; 

Ibid.,  1866-*  te  1870. 

L {c  Qntinued  on  page  142)  E> 
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Nearly  all  the  live  stock  handled  by  the  company  was  sent  to  Chi capo, 
and,  in  1867,  the  last  year  for  which  complete  data  is  available,  82.5 
of  the  cattle,  85.8‘j  of  the  sheep  and  82.5  of  the  hogs  were  forwarded 
to  that  city.  The  demands  of  the  local  butchers  were  undoubtedly,  were 

V,  / y' 

satisfied  by  animals  driven  into  town  on  the  hoof.  Moreover,  from  a 

( **  1 

comparison  of  tables  xxviii,  xix  and  xxx,  it  is  evident  that  the  ship- 
ments over  the  Illinois  Central  constituted  a large  proportion  of  the 
number  of  animals  on  the  farms  immediately  contiguous  to  the  railroad.** 
Thus,  from  the  rapid,  increase  in  the  shipments  to  Chicago  and  the  cor- 
respondingly rapid  growth  after  1860  on  the  farms,  it  is  sa^ e to  as  ume 
that  the  live  stock  industry  was  a reasonably  profitable  one. 

The  minor  lines  of  agriculture,  such  as  truck  farming,  fruit 
growing,  dairying,  the  production  of  hay,  vegetables,  etc.,  .ere  com- 
paratively unimportant.  Except  for  a small  territory  adjacent  to  Chi- 
cago there  was  little  demand  for  truck  or  dairy  products.  Small  <.uan- 

TRUdJK  FARMING  tities  of  butter,  eggs,  cheese ^and  vegetables  cere  car- 

Ato  'DAIRYING  . , + ^ 

UNIlvIPORTANT  ried  on  the  railroad,  but  the  aggregate  tcnn  •,  e c_ 

earnings  were  insignificant,  never  exceeding  one  per  cent  of  the  gross 

tonnage.*  As  the  territory  adjacent  to  the  Illinois  entral,  e.-.cept  a ^ 

few  counties  in  the  northern  part  of  the  state,  is  not  adapted  to  eithe 

truck  farming  or  dairying  this  is  not  surprising.  amount  c- 

handled  was  also  small  and  constituted  about  a little  over  one  per  cent 

of  the  gross  tonnage  and  about  the  same  proportion  of  earnings. 


^(continued  from  page  14*).  Trade, 


0 


1870.  The  figures  are  not  given  by  the  rai  Iroad  company 
and  hogs  are  estimated  at  200|^each,  cattle  at  100  f , 


Annual  Report, 
IbibT 

Annual  Report, 
Ibid. 


Illinois  Central  Railroad,  187’. 


Illinois  Central  Railroad,  1855-13C  lb7  .. 
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Fruit  growing  was  wore  important.  Southern  Illinois  between  Cairo 

ana  Centralia  was  well  adapted  to  fruit  raising  and  by  the  close  of  the 

Civil  War  this  region  was  sending  considerable  quantities  of  apples, 

peaches,  strawberries .and  other  small  fruit  to  the  Chicago  market. 

FRUIT  GROWING  IN  During  the  height  of  the  season  special  trains  were 
southern  Illinois 

IMPORTANT  run  from  Cairo  to  Chicago  on  passenger  schedule  and 

the  fruit  was  placed  in  the  city  in  time  for  the  morning  markets.  The 
railroad  encouraged  the  development  of  this  traffic  by  special  service 
and  reduced  rates, and  a large  proportion  of  the  perishable  fruit  supp# 
of  Chicago  came  from  southern  Illinois.  Express  rates  were  charged  for 

the  freight not  unreasonable  considering  the  service  and  character 

of  the  commodity but  the  total  revenue  was  small.  As  late  as  1870 

only  ten  thousand  tons  of  both  vegetables  and  fruit  were  handled,  by  the 

- ft* 

railroad. 

On  the  whole,  the  Illinois  Central  developed  the  agricultural  re- 


sources of  the  territory  dependent  upon  it  as  much  as  could  reasonably 

have  been  ^expected.  While  rates  on  grain,  live  stock, and  ether  farm 

products  were  high  and.  prevented  a larger  movement  than  took  place, 

ILLINOIS  CENTRAL  DEVELOPS  the  railroaa  .put.  m as  low  charges  as 

AGRICULTURAL  INTERESTS  OF 

TERRITORY • DEPENDENT  ON  IT  would  yield  it  a good  profit.  Methods  of 

AND  THE  TERRITORY  DEVELOPS 

I THE  RAILROAD  operation  common  to  all  railroads  of  the 

period,  the  lack  of  a large  tonnage,  the  geographical  location  of  the 
line,  the  direction  of  traffic,  all  combined  to  make  low  charges  im- 
practicable. The  Illinois  Central  was  not  the  only  railroad  hanoicap- 
ped  by  these  difficulties  and,  taking  everything  into  consideration,  it 
did  as  much  to  build  up  the  portion  of  the  state  through  Rich  it  pas- 
sed as  the  Northwestern,  Burlington,  Rock  Island,  or  Alton  did  to  as- 
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sist  the  counties  of  Illinois,  Wisonsin  or  Iowa  through  which  they  ran. 
On  the  ether  hand,  the  farms  of  the  state  developed  the  railroad  as 
much  as  the  railroad  developed  their  interests.  The  over  sanguine  uro- 
phecies  of  'Vice-President  Neal  were  not  fulfilled  until  after  the  ci- 


vil tyfeir,  but  after  the  central  part  of  the  state  once  commenced  to  grow 
it  turned  over  to  the  railroad  all  the  grain  and  live  stock  it  could 
handle.  Certain  unforseen  circumstances  prevented  an  earlier . growth, 
but  even  curing  the  four  or  five  years  immediately  alter  the  construc- 

✓V  ^.c  d-GL-  'TSVtt-tf  t C 

tion  of  the  road  the/\fer i cul t ur a I/\tuiiiiag tr ""hand -ted-  was  considerable. 

Next  to  agricultural  products  lumber  was  the  most  important  com- 
modity handled  by  the  railroad.  Except  along  the  streams  central  Illi- 
nois between  ^ankakee  and  Effingham  was  very  sparsely  wooded, and  what 


"^Ams^was  found  was  poorly  adapted  for  fuel  or  building;  "purposes. 

LACK  OF* Tli'IBER  IN  cessarily,  most  of  the  lumber  and  wood  used 
CENTAL  ILLINOIS 

CREATES  DEMAND  this  region  had  to  be  brought  from  places  where 

FOR  WOOD  FROM  pTH- 

ER  STATES  AND  FOR  timber  was  mere  abundant.  In  1856  to  1870  there 
were  three  sources  from  which  the  supply  came;  (1)  southern  Illinois: 
(2)  northern  Illinois  and  southern  Wisconsin;  (3)  the  timber  regions  o: 
the  Northwest  (handled  by  way  of  Chicago)  As  the  amount  o:  building 
going  on  during  tie  settlement  of  the  state^large  in  proportion  to  tne 
population  and  as  wood  was  the  common_f uel  until  long  after  187'  the 


demands  for  lumber  or  wood  were  large. 

Places  along  the  main  line  and  the  Chicago  branch  as  far  north  as 
liandalia  and  Matteon  fere  supplied  from  the  forests  of  southern  Illi- 
nois. A small  territory  just  south  of  the  Illinois  river  depended  on 
northern  Illinois  ana  southern  Wisconsin.  The  remainder  of  the  supviy 


&■> 


^ het,ters  of  David  Neal  and  Robert  Rantoul  on  resources  of^llinois, 
in  Documents  delating  to  the.  :p?ganization  c 

Ra i 1 r o aa . . ])p«aBB^l&ioTi  1 
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came  from  Chicago.  Practically  all  the  lumber  that  left  the  cit?/  by 

railroad  was  sent  south  over  the  tracks  of  the  Illinois  Central ^and 

this  one  item  amounted  to  over  half  of  tie  tota,l  tonnage  forwarded  from 

Chicago  by  the  company.  At  first  the  rates  on  lumber  were  placed  sc 

high  it  could  not  be  transported  more  than  a hundred  to  a hundred  and 

fifty  miles  and  the  poorer  wood  from  the  southern  part  of  the  state 

LARGE  iMOUNT  OF  was  used,  in  considerable  quantities.  Later  im- 
LUMBER  1 PCftWAR- 

DLD  FROM  CHICAGO  proved  methods  of  operation  ano  the  presence  of  a 
large  number  of  empty  cars  in  Chicago, arising  from  the  excess  of  north- 
bound over  southbound  shipments,  enabled  the  company  to  reduce  its 
charges.  These  reductions  stimulated  the  growth  of  shipments  from  Chi- 
cago^ and  by  the  close  of  the  decade  from  1860  to  1870  nearly  ninty  per 

Gc  * 

cent  of  the  lumber  handled  by  the  railroad  originated  in  Chicago.^  At 

the  same  time  the  absolute  tonnage  forwarded  steadily  increased,  though 

much  more  slowly  than  the  general  traffic  of  the  system.  As  the  heavy 

greatly 

.movement  of  grain  and  live  stock  to  Chicago/ exceeded  the  return  ship- 
ments of  merchandise  and  miscellanies,  the  growth  o^  the  lumber  traffic 
provided  southbound,  leads  for  a large  proportion  of  the  equipment.  1 

this  arrangement  the  cost  of  carriage  of  both  grain  and  lumoer  coulo  be 

iy  CwX*  ^ 

reduced  and  lower  rates  The  result  was  oenei  icial  tc  the 

agricultural  districts  of  the  state  in  that  it  increased  the  price  o 
their  corn  or  wheat  and.  decreased  the  cost  of  lumber  ano  fuel.  1 


Sh  Annual  Report,  Illinois  Central  Railroad,  1867. 

The  fact  that  the  Illinois  Central  had  a large  return  tonnage  ,rom 
Chicago  was  an  important  factor  in  keeping  the  rates  on  grain  ana 
live  stock  from  advancing.  Instead  of  the  northoound  freight 
having  to  stand,  the  cost  of  carriage  both  ways , loaded  up  ano 
empty  down,  it  had  to  provide  for  only  the  unbound  expenses. 
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The  third  largest  single  article  of  freight  hand  lea  by  the  rail- 
road  was  coal.  As  stated  inchapter  I, sphere  were  three  important  coal 
fields  near  the  Illinois  Central;  the  Danville,  Duqubin^and  La  Salle 
mines.  A few  scattered  mines  were  in  existence,  but  their  output  was 
of  slight  importance.  When  the  railroad  was  built  it  was  supposed  that 

HIGH  RAILROAD  the  mines  near  Danville  would  ship  large  quantities  of 

CHARGES  PRE- 
VENT THE  GEN-  coal  to  Chicago  by  way  of  the  Great  Western,  now  the 

ERAL  USE  OP 

COAL  Wabash, to  Tolono,  and^the  Illinois  Central  from  there 

north.  The  company  was  disappointed  in  this  expectation  and  for  var- 
ious reasons,  principally  the  competition  of  the  Ohio  coal,  the  ton- 
nage handled  was  negligifle/^  The  other  two  fields  were  of  more  im- 
portance. At  first  the  mines  at  both  places  were  handicapped  by  a hign 
cost  of-e^ing  eoal,  but  as  the  country  became  more  thickly  settled 
and  the  mines  larger  this  difficulty  was  removed.  Their  usefulness, 
however,  was  limited  by  the  high  railway  charges  in  effect.  In  1856  to 
1870  the  small  amount  of  tonnage  handled,  the  poor  methods  of  operation 


and  other  causes,  made  it  absolutely  impossible  lor  tie  hj  ...  c to 
make  low  rates  on  such  bulky  goods  as  coal.  From  a cent  to  a cent  ano 
a half  a ton ^ mile  was  the  lowest  charge  the  Illinois  Central  made  un- 
der the  most  favorable  conditions.  As  the  coal  fields  ..exe  1 ro-  ^ c 
hundred  to  two  hundred  and  fifty  miles  from  a large  market  the  high 
tariff  prevented  the  transportation  of  coal  to  those  markets.  Jnoer 
ordinary  circumstances  a hundred  miles  was  about  as  far  as  the  coal 
could  be  carried  and  the  production  of  the  mines  was  limited  to  the 


demands  of  such  a territory . 
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Moreover,  coal,  as  a fuel,  was  forced  to  compete  with  wood.  When 
the  Illinoi^Central  was  builtywood  was  the  universal  fuel,  and  even 
the  company's  locomotives  were  wood  burners.  After  a series  of  tests, 
the  railroad  began  to  use  coal  instead  of  wood  on  its  engines, and , to 
increase  its  traffic,  endeavored  to  stimulate  the  demand  for  "stone 
coal"  as  it  was  termed.  For  a long  time  the  prejudice  in  favor  of 
rood, supplemented  by  an  abundance  in  Districts  near  the  mines,  preven- 
ted its  general  use,  and  it  was  not  until  af- 


w 


COMPETITION  QF  WOOD 
AN  A OHIO  COATN\PRE- 
VENT^  THE  GENERAL  ter  the  Civil  War  that  coal  was  burnt  to  any 

USE  OF  ILLINOIS  UOAD 

BEFORE  about  1865  considerable  extent.  Furthermore,  Ohio  or 

Pennsylvania  coal,  owing  to  the  all  water  route,  was  much  cheaper  at 
Chicago  than  Illinois  coal.  Only  a few  mines  on  the  Chicago  and  Alton 
and  Rock  Island  were  in  a position  to  compete  with  the  eastern  pro- 


9 


duct.'  Under  the  circumstances,  the  market  for  coal  mined  on  the  Il- 
linois Central  was  not  great. 

Nevertheless,  there  was  a steady  increase  in  the-  out-put.  Slight- 
ly over  two  hundred  thois  and  tens,  in  addition  to  that  used  by  the  com- 
pany, was  forwarded  from  the  mines  in  1870.  This  was  something  over 
three  times  as  much  as  was  shipped  in  1857, ■.  and.  thirteen  times  as  much 
as  in  1855.  From  1857  to  1864  the  amount  mined  remained  nearly  ifa- 


OUTPUP  OF^OAD., 


M0RE\THAN  TRIPLED 
FROM  1857  to  1870 


tionary,  but  in  the  next  seven  years  it  increased 
to  over  two  hundred  thousand  tons.  This  was 


cuatsea  by  the  exhaustion  of  the  forests,  the  growing  demands  for  in- 
dustrial purposes  and  the  decline  of  the  prejudice  against  coal.  In 

, °'2- 

1870  it  amounted  to  14.9'  of  all  the  tonnage  handed  by  the  railroad. 
Beth  the  rates  and.  the  length  of  haul  were  less  than  the  average  and 


Annual  Report.  Illinois  Central  Railroad,  1858. 

The  Chicago  ase  Alton  was  the  only  railroad  which  brought  any  con- 
siderable amount  of  coal  into  Chicago  ./^Chicago  Board  cf  Trade,  strts 
Annual  Re -ports . Illinois  Central  Railroad,  1855*-1kc  1870. 

4,9  ibid.,  1870. 
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tne  total  gross  receipts  must  have  formed  a much  smaller  percentage  of 
the  total  earnings.  Taking  into  consideration  earnings  and  cost  of 
service ^coal  was  of  less  importance  to  the  railroad  than  the  live  stock 
traffic  i the  two  are  compared  on  the  basis  of  gross  and  net  earnings. 
The  chief  value  of  the  coal  traffic,.  ever,  was  in  its  indirect  bene- 
fits to  the  manufacturing  and  commercial  interests  of  the  state, -ai- 
-hhc  ugh _ the  net  earnings  from  this  class  of-  traffic  were  of  co.ns  Daerc-bl-e 
imrro-rtance . 


The  least  prominent  of  the  industries  of  Illinois  affectinr  the 

Illinois  Central  was  manufacturing.  As  has  been  stated  several  - times 

befrre,  Illinois  was  primarily  an  agricultural  commonwealth  in  1870^and. 

the  territory  tributary  to  the  "Central",  aside  from  Chicago,  was  the 

distinctly  farming  portion.  From  Kensington  to  Cairo  and.  from  Centr- 

lia  to  Dunelith  there  were  only  three  cities  that  were  manufacturing 

centers  of  any  prominence Galena,  Decatur,  and  Bloomington,  and  none 

TERRITORY  TRIBUTARY  of  these  places  had  any  large  industries.  Even 
TO  tfHE  TELIEOTC ' CEE- 

TRAD  \?RTVARItjY  AG-  Chicago  was  not  an  industrial  center  of  the 

RICUDTURAD  'IN  CHAR- 
ACTER first  rank.  Its  commercial  interests,  such  as 

shipping,  the  handling  of  lumber,  live  stock  and  grain  and.  the  transfer 

of  freight  between  east  and  west  lines,  were  very  large,  but  it  did.  not 


manufacture  many  ii-n^s  of  merchandise  which  were  consumeo  by  the  agri- 
cultural population  of  the  state.  Farm  machinery  ano  such  goods  formed 

or  miscellaneous 

the  great  bulk  of  the  merchandise/shipments  originating  there.  In  the 
remainder  of  the  territory  tributary  to  the  Illinois  Central  manufac- 
turing was  confined,  to  the  production  of  simple  articles  for  local  use, 
the  important  lines  being  the  making  of  boots  and.  shoes,  clothing, 
woodenware  and.  other  articles  of  wood,  some  farm  machinery,  whiskey  and 


$ \ RtSmmchSi  on  man uf a c t ur i ng #^^t h)and  ninth  census-^ (i860 1^ fl\ 


jQl  ■v/O 

o her  alcoholic  liquors.  In  1860  und or^one  per  cent,  of  the  total  pop- 
ulation in  the  counties  between  Shelby  and  La  Salle  were  enraged  in 

_ / 9c  v 

manui ac turing^and  the  proportion  inl870  was  net  much  larger. 

Moreover,  the  products  made  in  these  village  or  city  plants  were 
those  used  in  the  immediate  locality.  With  the  exceptionvcf  a few 
factories  in  Chicago  and  a much  smaller  number  in  the  remainder  of  the 
Illinois  Central  territory  the  manufacturing  establishments  enumerated 
SMALL  SHIPMENTS  in  the  censuses  did  net  send  freight  over  the  rail- 

GOODS \ " road.  Nor  did  they  bring  in  large  quantities  of 

raw  material,  since  most  of  the  goods  they  manufactured  were  made  from 


materials  raised  locally  or  else ^ of  comparatively  small  value.  Thus, 
the  total  amount  of  freight  handled  to  or  from  the  manufac turies  of  the 
state  of  much  less  importance  than  the  products  of  mines,  farms  or 
forests . 


%Cfc.  «*«r.Census(  186  7,  Volumes  on  manufacturing  and  agriculture. 
V )a£'  " ■ 

NUMBER  OF  HANDS  EMPLOYED  IN  MANUFACTURES:  1860-70. 


~1  C" 


1860 

Jo 

1870 

cf 

GROUT  j 

2514 

11.27 

8,401 

10.27 

GROUP  II 

5151 

22.9 

16,991 

20.4 

COOK  CO. 

5593 

24.8 

31,105 

37.6 

TOTAL  10, 

745 

47.7 

48,096 

59.0 

STATE  22, 

489 

100.0 

82,979 

100.0 

XXhI. 

NUMBER  OF 

ESTABLISHMENTS  ENGAGED 

IN  MANUFAC  TURE : 1 8 6 0 ■ 

1860 

(p 

1870 

7 

GROIP  1 

606 

14.27 

1,928 

15.3' 

GROUT  II 

1,304 

30.6 

3,844 

30,9 

COOK  CO. 

469 

10.7 

1,440 

11.4 

TOTAL 

1,773 

41.3 

5,284 

42.3 

STATE 

4,268 

100.0 

12, 597 

100.0 
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In  addition  tc  the  movement  of  manufactured  goods  made  in  the  stat 

there  was  a large  tonnag^e  of  merchandise  and  sundries  either  brought 

from  the  east  for  domestic  consumption  or  sent  over  the  railroad  for 

points  beyond  its  rails.  Including  domestic  manufactures,  the  absolute 

amount  and  relative  proportion  of  this  high  clas  freight 

steaajtKincrease^frcm  1S57  to  1870.  In  the  former  year  it  formed  14.5 

INCREASED  MOVEMENT  OF  of  the  total  traffic  and  in  1870  21.  T '.1"  Dur- 
ilEKCIlAi^ISE  'MD  SUN- 
DRIES FROM  18 5^8 -1870  This  time  the  absolute  tonnage  increased  from 

64, 2G8  tons  tc  283,756  tons,  or  342/ As  most  of  the  freight  classed 
as  merchandise  or  sundry  was  carried,  at  higher,  rates  than  the  average 
and.  for  longer  distances  fthe  gross  receipts  in  1870  must  have  amounted 
to  nearly  a guar ter  of  the  total  earnings  of  the  road,  while  the  net 
results  from  this  traffic,  presumably,  were  even  more  satisfactory. 
However,  it  is  uncertain  iust  what  items  are  included  in  sundries 0and , 
for  that  reason,  the  above  proportion  may  be  too  large.  Furthermore, 
much  of  the  merchandise  was  carried  at  through  rates  which  were  very 
much  lower  than  the  local  charges.  This,  again,  may  be  a cause  of  er- 
ror. At  any  rate,  the  tonnage  and  gross  earnings  of  the  two  items 
makes  them  second  only  to  agriculture  in  importance. 



(3  7 

^ Annual  Report,  Illinois  Central  Railroad,  1855-Iso  1870. 

Ibid. 

XXXII. 

VADUE  OF  PRODUCTS  OF  MANUFACTURES : 1860-1870. 


1860 

. o' 
1 

1870 

f 

GROUP  I 

$,6,020,000 

10.5 

•$18,217,000 

8.9- 

GROU^  II 

12,367,000 

21.5 

36,109,000 

17.7 

COOK  CO. 

13.555,000 

23.5 

92.518.000 

45.2 

TOTAL 

25,922,000 

45.0 

128,627,000 

62.9 

STATE 

57,580,000 

100.0 

205,620,000 

100.0 
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TVte  traffic  cf  the  railroad,  viewed  as  a unit,  increased  even  - 
rccr  e rapidly  than  did  the  special  lines  mentioned  above.  In  1855  the 
central  part  of  the  state  was  thinly  settled,  there  was  not  a larr e 
amount  of  surplus  product  to  be  shipped,  nor  were  the  settlers  able  to 

purchase  any  considerable  quantity  of  merchan- 
dise, lumber,  salt  por  other  necessities  or  luxur- 
ies. But  as  the  railroad,  became  better  established,  the  number  of 
people  tributary A larger ^ and  their  purchasing  power  greater  there  was  a 
rapid  development  of  the  traffic  of  the  road.  In  the  sixteen  years 
from  1855  to  1870  the  number  of  tons  of  freight  handled  by  the  road 
as  a whole,  including  the  leased  lines,  grew  nearly  six  fold  and  the 

number  cf  ton  miles  nearly  nine  fold,  v On  the  charter1  lines  alone  over 

'Oa. 

five  times  as  much  tonnage  was  handled  in  1870  as  in  1855.^  As  the 

average  rates  remained  about  constant  during  the  period  gross  earnings 

dev 

increased  in  about  the  same  proportion  as  the  number  of  ton  miles.  **  By 

1870  the  traffic  on  the  Illinois  lines  was  about  all  that  the  company 

was  able  to  handle  with  its  equipment  and  the  poor  operating  methods 

then  in  use  N and.  this  condition  had.  existed  since  the  jipmvenc erne nt  of 
/ O'i— 

the  war. 


Annual  lie  port,  Illinois  Central  Railroad,  1855— to  1870. 
Ibid . 

Ibid. 

Ibid . y - SGO s c ’ oiiart ■* 
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The  great  bulk  of  the  freight  handled  by  the  railroad  was  classed 
as  local,  that  is^ it  both  originated  and  terminated  at  the  company's 
stations.  In  166b  oT.  er  ninty  s.ix  per  cent  was  local,  and  only  four  per 

\\  -jr  bWiX-'*1 

cent  through.  In  no  year  was  the  proportion  of  the  latter  more  than 

ii  jj  Sji-y 

i if  teen  per  cent  *and  usually  it  was  uhciejc  ten.  Moreover,  the  local 

traffic  increased  more  rapidly  than  the  through, 
CIiA^  ;v  LOCAL  despite  the  efforts  of  the  company  to  increase  its 
interchange  ousiness  and  to  develop  through  connections.  As  the  rail- 
road reached  the  important  distributing  and  receiving  centers  of  the 
state  over  its  own  rails,  l H . M hi s , through  business  was  ne- 

cessarily coniined  to  shipments  of  merchandise  and  small  quantities  of 
miscellaneous  articles.  After  the  lease  of  the  Dubuque  and  Sioux  City 
the  company  had  only  one  valuable  traffic  connection  over  which  freight 

was  sent  on  through  billing— the  St.  Louis,  Alton  and  Tere  Haute,'", in- 

.sA 

cluditng  the  Belleville  and  Southern  Illinois,  which  crossed  the  lines 
o±  the  Illinois  Central  at  1Jana,  Mattoon^and,  Du  Quoin.  By  means  of 
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PROPORTION  OP  GRAIN,  NILE  STOCK,  LUMBER,  COAL 
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14. 6£ 

100. OX 

1868 
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1859 
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100.0 

1860 

44.0 

4.2 

15.3 

10.3 

14.5 

100.0 

1861 
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11.4 
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10.0 

100.0 

1862 
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100.0 
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19.0 

1864 
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18.0 

100.0 

1865 
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10.0 
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100. 
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this  system  through  trains  were  run  from  St.  fouls  to  Chicago,  via 
.attoon,  and  to  Cairo,  via  Du  (Juoin.  The  line  from  Chicago  to  St.fouis 
handled  a large  share  of  the  freight  between  tiiose  two  cities  and  on 
the  whole  was  very  important.  At  the  same  time,  the  tonnage  routed 

over  this  connection  was  only  a small  fraction  of  the  total  traffic  of 
the  system. 

While  local  freight,  in  the  technical  meaning  of  the  word,  was 
much  more  important  than  through  business,  local  traffic, in  the  common 
usage,  referring-  to  freight  handled  between  local  stations,  was  unim- 
portant.  Grain,  lumber,  merchandise,  ard  live  stock,  the  leading 
articles  forwarded  or  received,  originated,  at  or  were  destined  to  the 

three  main  termini  of  the  road;  Chicago,  Dunleith 
or  Dubuque,  and  Cairo.  Shipments  between  local 
stations  were  confined  to  coal,  certain  kinds  of 


GHEAT'-BULK'  OF  Tiffi 
TRAGIC  ’-PASSED 
THROUGH  PHIcSgG, 
DUNLEITH  OR  CAIRO 


merchanoise ^and  a few  miscellaneous  goods.  Thus,  in  1867,  just  before 
tAe  Iowa  lirips  were  leased,  5,0.7  ’ of  all  the  freight  received  came  to 
Chicago,  Cairo^and  Dunleith  and  29.8  of  that  forwarded  originated 

there.1  0nl3^  a small  proportion  fcf  the  traffic  from  Chicago  or  Cairo 

\ \ \ 

was  seht  to  the  other  of  these  two.  places  ana  the  sum  of  the  freight 

• \ \ \ \ \ 

received  and  forwarded  there,  or  slightly  over  seventy  per  cent,  re- 
presents the  proportion  going  through  the  large  terminals.  Thus>  at 
the  outside,  less  than  thirt;/  per  cent  of  all  the  traffic  on  the  roao 
was  carried  between  local  stations.'"" 


% ATitmal  Repoi  L.; — TUtinuis  rentral  Railroad, — 3 867. 

-8 ibic . That  is,  only  a small  proportion  of  the  freight  forwarded 

from  Chicago  was  sent  to  Cairo,  hnd  vice  versa. ( In  the  earlier  re- 
ports the  rai  Iroad  gives  data  proving  the  correctness  of  this 
statement)  and  the  sum  of  the  forwarded  and  received,  items  in  the 
two  places  represents  the  non-local  tonnage.  Allowing  for  e in- 
ter change  business  and  through  traffic  the  amount  of  business 
between  local  stations  could  not  have  exceeaed  twenty  per  cent  of 
the  total. 
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As  indicated  in  the  previous  pages  the  bulk  of  the  traffic  was 

seasonal,  that  is.most  of  the  shipments  were  made  in  a 

lew  months  of  the  year.  In  the  fall  grain  was  shipped  north  to  Chicago 

and  during  the  remainder  of  the  year  this  kind  of  traffic  was  not  of 

great  importance.  The  same  condition  existed  in  the  handling  of  coal, 

live  Stockland, to  a less  extent^  lumber.  Moreover,  the  preponderance  of 

DESPITE  PREPONDER-  agricultural  shipments  over  merchandise  and  lum- 
ANCS  OP  SEASONAL 

AND  AGRICULTURAL  her  meant  that  the  inbound  tonnage  at  Chicago  . 

PRODUCTS  TRAFFIC  ^ sq 

FAIRTjY  REGULjAR  and.  Cairo  greatly  exceeded  the  outbound.  L Fur- 

thermore, except  during  the  Civil  War  period,  the  bulk  of  the  agricul- 
tural shipments  were  forwarded  to  Chicago,  while  the  receipts  at  Cairo 
/OiT 
Li 

were  slight.  However,  the  northbound  and  southbound  traffic  during 
most  of  the  years  between  1858  and  1870  were  evenly  balanced,  there 

beinf  867,‘9Q0p000  ton  miles  of  southbound  freight  as  against  762,900000 

/oi. 

ton  miles  northbound.^ 


% 


'Q* 


.Annual  Report,  Illinois  Central,  1855 'P©  1870. 
Ibid. 
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TONNAGE 

HANDLED  AT 

CHICAGO  AND  CAIROJ 

1857  TO 

1870. 

RECEIVED 

FORWARDED 

( : 

CHICAGO 

CAIRO 

CHICAGO 

CAIRO 

1857 

17.0# 

4.9 

17.0 

2.4 

2.4 

1858 

28.0 

7.3 

19.1 

10.3 

3.5 

1859 

30.8 

9.5 

23.2 

11.5 

5.3 

1860 

37.3 

16 . 3 

18.3 

5.1 

3.1 

1861 

44.5 

15.5 

12.6 

2.2 

1862 

41.4 

8.7 

13.5 

2.0 

1863 

30.3 

12.2 

22.2 

1.5 

1864 

23.2 

18.7 

25.1 

1.1 

f 1865 

26.8 

14.8 

27.6 

1.0 

1866 

29.8 

12.8 

21.6 

.9 

1867 

32.0 

9.5 

24.4 

1.1 

1868 

48.6 

3.6 

27.4 

2.7 

1869 

47.7 

5.3 

2 J3 

< 1870 

42.5 

11.8 

3.3 
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The  large  increase  in  traffic  which  commenced  with  1860  was  brough 


about  by  the  general  development  of  the  country,  ano  not  by  any  marked 
reauction  oi  rates.  The  tariffs  on  through  freight  were  considerably 


the  latter  year  than  when  the  railroad  was  put  in  operation.  The  com- 


are entitled,  to  fix  rates  which,  in  the  aggregate,  will  give  a reason- 

07  NIL 

able  return  on  the  cash  invested  in  the  property.  Judging  the  charges 
of  the  Illinois  Central  from  1856  to  1870  from  this  standpoint  it  must 
be  admitted  that  the  average  was  no  higher  than  the  condition  of  the 
corporation's  business  warranted.  Prom  1858  tc  1870  inclusive,  the 
net  receipts  averaged  less  than  seven  per  cent  on  the  actual  cost  of 
the  railroad.  Luring  this  time  the  usual  returns  on  capital  invested 


terest  on  farm  mortgages  was  ten  per  cent/over.  Omitting  for  the  mom- 
ent the  influence  of  reduced  charges  in  increasing  traffic,  it  is  evi- 
dent that  any  reduction  in  rates  would  have  reduced  the  net  revenue  of 
the  railroad  below  what  the  owners  had  a reasonable  right  to  demand. 

In  the  period  under  discussion  it  was  not  the  operating  side,  but  ra- 
ther the  land  grant  of  the  Illinois  Central  which  made  it  a profitable 
investment.  The  mere  earnings  'from  traffic  would  never  have  justified 


£ -vi-,--  chart 

%/07  Thisr statement*  and  the  Discussion  following*  dees  not  mean  that 
railway  rates  can  be  based  on  a division  of  the  expense  of  opera- 
tion and  interest  on  the  investment  according  to  tonnage  handled 
or  some  similar  arrangement,  but  merely  that  the  investors  in  a 
railroad  legally  cannot  have  their  rates  reduced  to  a point  where 
the  property  does  not  earn  a reasonable  return  on  the  cash  irueste 


lower  in  1870 


made  savings  in  other  directions  which  prevented 


panyvwas  not  responsible  for  this  increase.  In- 


stead "it  effected  economies  in  operation  and 


It  irST -a-  » that  railroad  corporations 


in  similar  enterprises  was  much  larger .^and  the  customary  rate  of  in- 

* or 
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the  construction  of  the  road ^and , had  the  company  been  forced  to  depend 
on  the  operating  receipts  alone,  the  road  would  have  betf^FSeo a into 
tiie  hands  of  a receiver  before  it  was  finished. 

Furthermore,  the  rates  seem  to  have  been  as  low  as  was  necessary 
to  move  the  traffic.  T.ower  charges  on  certain  articles  such  as  coal 
ano  possibly  lumber  might  have  increased,  the  tonnage  turned  over  to  the 
railroad,  but  it  is  almost  certain  that  a reduction  on  the  tariffs  for 
grain  ana  live  stock  would  not  have  attracted  a much  larger  traffic.  As 


it  was,  the  territory  immediately  adjacent  to  the 


CHANGES  ON  THE 
ILLINOIS  CENTRA  C 

MO  VE^ THESEUS liffi S S Illinois  Central  increased  its  production  of  agri- 

mAR  rj?HE  R0AD  cultural  products  at  a much  faster  rate  than  the 

state  as  a whole  and  it  is  difficult  to  s ee  how  the  country  could  have 
grown  much  taster  than  it  did.  in  the  few  years  immediately  after  the 
war^conditions  were  somewhat  different,  but  the  statements  made  above 
still  hold  good  for  that  period. 


Thus,  it  is  safe  to  say  that  the  Illinois  Central  Railroad,  s,c  far 
as  -height  traffic  was  concerned,  fulfilled  the  object  for  which  it  was 
built.  Compared  with  the  results  accomplished  by  othe  railroads  in  the 

central  \^test,the  achievements  of  the  Illinois  Cen- 
tral were  as  satisfactory  as  could  reasonably  have 
been  Demanded . The  territory  tributary  to  it  made 
gigantic  strides  in  agriculture,  stock  raising, 
mining fand  manufacturing.  The  country  was  well  settled  and  the  popu- 
lation,  as  a whole,  were  prosperous  ana  contented.  $ 


ICC IN CIS  CENTRA C 
DEVELOPED.  ITS 
TERRITORY  FROM 
1856-1870  AS  MUCH 
AS  COULDn.REASON- 
ABIiY)  HAVE  ‘ PE  t ,N 
EXPECTED 


b oo cio'.  -is  *o  ’ .i  - Ut  o-srf  ono.-o/oo':  cr.  X o no oui^artoo  oiW 

oinx  ''  c »■»¥•>  j rhmc  & . .or  ' -jo  5.6  qT  exfj-  enoLs  i:c  .'ionon  txovTsqo  &n&  no 

• ci  . -10  : c . •-  o.i«3 

• g . 2J8  ©<  >J  : . - 

OX  JIB  niXjjTOO  € . 

xu  ou  *xe'  i ;o  c ■-,-rtnoJ  :\  u foor-'eo  onx  e -.no  *:  : :ix.  o.b.cil  vlcfxsabq  >rws 

io  . - ' . • • . , 

. 

i • oJ  J 30.  r.ox:  : v.  x J .j  . • . r T M5iA> 

3 r,i.  i ,.rx 

- ro  o r o : oj  < . ...  oe  ..  o onx  1 • ..coni  C.  . )-  1 r>r  'H 

x:  Jij  ac  oufoo  t Ib-l./u  iao 

i ' • ;o ' ) J ;/  : . 

^IsJ'jgxbo  i x 3rxn  si  aclx  nX  . bib 


) 8 jJ  ■•  ■ 


. ooi  ...  r . ■ j . . ) 3 of  on  IXxJr 

3Xpni  rid-  Jjsrip  v^joe  Ovt  olns  ax,..«Ji;'  .*  aniiS 

d - '■  o'1’  j -vs  ■<•  t ...  I i M / ^joon-xoonc  ) ■ •'ix’i'ijs'XJ  dii  ;xoo ' sb 

■ )0  * it  I £U( 


' ■ : ■ o - 'rrl  J o , • Sio x !.J-  'X  ! v 

Y r . V ■V’X-Om  5 

■ : • ■ . - ■.  . b9bnsfli©fe  neatf  • • . ' 


* - - - 3tooo  . *y  .r-  . x uoxua  oxcrov-x.  • 


• ‘ ' ' i or  .. 

• •"J.neJnjo  bn©  t.  fOToqsoicr  ea^w  teIorf.v  s bb  ,no lCbL 


St> 


.8981  nex  n a-nsy  9DJ  ou  ylgon  cTon  □ EJlTisaioT'  oeorlT 

■ ' ' ■ ■ ax  : ; 3 

- - - 1 

no  coo  o noiu  X i n . oooG  orW;  oJ  oe£  noibo.r  oij-.oapxo 

u ' < . ,t  : ,r,  c ;r  . it  . ■ - •„  '■  - ic 

Cca  r.Jlo:  . x 'os  ox  or.  c r r X 

m&v 


#58 


In  the  first  few  years  in  hich  the  railroad,  was  in  operation  the 
passenger  business  was  oi  more  importance  than  the  transportation  of 
freight.  del ore  the  war  there  was  a large  immigration  into  all  parts 


railroad  than  in  the  years  immediately  following  the  war.  The  Civil 
War  also  had  an  important  influence  on  travel  over  the  railroad  through 
the  transportation  of  troops  ana  the  movement  of  persons  to  and  from 
the  armies  south  of  Cairo.  With  the  removal  of  the  temporary  stimuli 

to  passenger  traffic  this  part  of  the  railroad's  business  became  of 

_ /<3<r 

less  relative  importance  than  in  the  period  from  1855  to  1865.' 

The  large  traffic  during  the  construction  of  the  road  and.  the 

Civil  War  was  accompanied  by  extremely  low  rates.  In  order  to  induce 

settlers  to  come  to  Illinois  and  to  develop  the  resources  of  the  state 

the  tariffs  from;  1856  to  1860  were  very  low.  In  1857,  the  year  of 

greatest  travel,  the  average  rate  per  passenger  was  only  two  cents  a 

PASSENGER  RATES  mile.  Local  tariffs  were  placed,  at  four  cents  a 
LOW  PEFORE  THE 

CILIL  WAR  AND  mile,  but  most  of  the  people  using  the  road  travel - 

HIGH  PROM  1865 

TO  1870  led.  for  much  less,  and  the  charges  for  immigrant  and 

excursion  traffic  were  considerably  below  the  average.  During  the  war 
large  numbers  of  troops  were  carried  at  approximately  half  rates  and 
this  made  the  charges  appear  lower  than  they  really  were.  After  1865 
conditions  were  normal  and  the  local  fare  of  four  cents  a mile  seems 
to  have  been  the  universal  charge . 


of  Illinois  and  a large  proportion  of  these  settlers  used  the  Illinois 


10/ U THAN  AT  THE 
PRESENT  'TIME 


was  a larger  number  of  passengers  carried  on  the 


Annual  Re  pci  i,  Illinois  Central  :t.  ilirf0j  1855-  v 1870. 


v . : 


e:  'vt  no d,  rr±  u&v:  oj5o*i I ixsoc  erid  rfoiiir/  ni  armev,  v.  &•%  JattX  ©At  nl 

n.  :j  £;  J na.j  ©actedoto^mi  emom  ' ;>  ig  tit  jo  me  xissa^cr 

. 

■ io  Vo  x oxd'ioq  >*xcr  v,  ■ x njB  exonilll  ) 
.f.BOTlxjs'x  Xgs'ldnsO 

ri  V.o  : . 'JJA  -.10  '*10 

I 

VLAHT  0V8 1 

■ 

; ■ 

u tt  • a oo1:  I o ptoxct  ;dnoo  snxxrd  e [j- 

’ 

| 

•'  h 

• f . . 

ni  ,].  or  R‘  J xtx  [ srtV 
) ■ 

‘ JO  :■  > >j  • • f fT  »,  0.  •,  , Oj  - OO  At  • 

I nl  . >[  -'•••.•  ' 0*©v  O.b  : ,i  • : .*i  jTii'Let  9 not 

' 

SL  ...  • 

A T 

■ 3ut  -"ixrj  Of  id  * o daocx  outs  toX±  CiA  “^VIo 

- 

"CSC  liaaoo  r;  oi. -..rtf  noisiua"" 

' 

oi  ' . ■ ■ ■ j 

smesa  etxn.  , p**k>  wot  h hi  C«o0  r ,«■  U,  • ..rt  -it*-  ,no  xjita,  ,o 

* ’ 1 • ■ ■■  - < :-v. [ Ovt  ' 


w. 


XS9 


The  great  bulk  of  the  passenger*  business,  ; ,s  of  th  freight,  was 

local,  but  the  proportion  of  through  to  local  was  mi ich  greeter,  as  the 

number  of  passenger  connections  was  larger  than  the  number  of  freight 

connections.  In  1860  fourteen  railroads,  besides  those  at  Chicago, 

connected  the  Illinois  Central  with  points  east  or  west,  and  this  nun— 

A 'TJTvIBEE  OF  IM-  ber  had  increased  to  twenty  ten  yeans  later. ^ The 
PORTAPT  d'ASSL’- 

GER  C0'r  ^cVlCCTS  most  valuable  of  these  connections  were  the  eastern 
lines  at  Chicago;  the  Toledo,  Peoria.and  Western  at  El  ^asc  .and  Gil  man; 
The  Toledo,  Wabash. and  Western  at  Pecatur  and  Tolono;  $he  St.  Louis, 
Vandal ia  and  Ter^he  Haute  a:id/\ Indianapolis  at  Van;! alia  and  Effingham; 
the  Chicago  and  Northwestern  at  Freeport;  the  Chicago  , Burl  in-  ton,  an.-' 
Quincy  at  Mendotaymd  the  Ohio  and  Mississippi  at  Odin  and  Sandova,. 
Taking  the  through  passenger  business  as  a whole  the  Illinois  Central 
received  about  as  many  persons  fro:  other  lines  as  it  turned  over  to 


then | and  the  business  was  quite  profitable 


"1 
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i-  Annual  Report*,  Illinois  Central  Re.il road:,  ISbE-bo-  1870.  The 

number  of  persons  received  from  anc  delivered  to  each  of  the  con- 
nections of  the  railroad  is  given  in  the  annual  reports.  the 
s uirmar  i z e d total  are  a s.  follows:-- 


1860 

1870 

Received 

66, 127 

95,046 

Pel ivered 

73,686 

102,286 

Pas  s engers. 
Chicago- Cairo 

4,962  x 

1-6,199 

C a iro- Chic ago 

7,620 

6\969 

Cairo--  unleith 

222 

\21 

1 unlelth-Cairo 

218 

159 

Local  Tickets 

$420,982 

$938 , 466 

C t_nd uc tor's  Collec- 
tions 

87,477 

143,619 

Coupons  over  other 

R.R.  I.C.  proportion  ad, 131 

80,978 

( Annual  Report*,-  1 Pi ineis  * G7 $$ . 
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Although  the  Illinois  Central  Railroad  was  built  tc  fit.  into 

economic  conditions  in  the  upper  Mississippi  ^1 ley  in  which  the  in- 

port, ant  lines  of  trade  north  ana  south,  not  east  and  west,  it 

adapted  itself,  in  the  years  from  1856  to  1870,  to  an  east  and  west 

movement  of  western  produce.  Haa  the  original  plans  of  its  promoters 

to 

ILLINOIS,  CENT'iAL  been  carried  out  in  their  full  extent,  the  Illinois 
ABLE  TO  ADAPT  IT-  ; 

,,!0  EAST  AND  Central  would , probably,  have  built  ur>  the  terri- 
T7EST  MOVEMENT  OF 

TTSSTERN  PRODlhtfE  tory  dependent  on  it  to  an  even  greater  extent 

than  it  aid.  At  the  sane  time  the  profits  to  its  owners  ano  promoters 
woulc.  have  been  greater.  As  i was,  economic  conditions  in  the  central 
tyykst  and  upper  Mississippi  \Alley  were  such  that  the  peculiar  location 
of  the  railroad  did  net  interfere  with  its  usefulness.  The  Illinois 
Central  was  more  influential  than  some  of  the  distinctly  east  and  west 
roads,  such  as  the  Northwestern  or  Rock  Island,  in  bui Icing-  up  the  com- 
mercial interests  of  Chicago.  Thus,  the  traffic  history  of  this  ra.il- 
roan  from  1856  to  1870  presents  the  curious  instance  of  a road  built  to 
develop  one  lino  of  commerce,  in  the  particular  case,  trade:  along  north 

anc  south  lines,  actually  ooing"  more  than  any  other  company  to  builc  up 

. 

trace  on  Wcfaia.  was  rtefeaftec.  as  a competitive  route. 


I 
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C H A P T L R ZJL 

— — * — — - — — ■ — — ~~ 


C °f  in. 


FINANCES  OP  CONSTRUCTION  AND  OPERATION > 1851x1870. 


As  already  indicated,  financial  difficulties  connected  with 
building  a railroad  through  the  center  of  Illinois  prevented  its  con- 
struction before  1850.  Three  successive  private  companies  no  the 
state  itself  failed  to  secure  the  financial  support  necessary  to  com- 
plete the  enterprise  and  it  must  have  been  with  many  misgivings  that 
Robert  Schuyler  and  his  associates  assumed  responsibility  for  this  pre- 
viously illfated  project. 

Eefore  1851,  the  fiscal  operations  connected  with  the  road  were 

neglected.  As  far  as  can  be  found  from  the  records  of  the  Oairo  City 

and  Canal  Company  and  of  the  state  of  Illinois,  no  definite  estimates 

of  cost  of  construction  were  ever  made.  In  the  Internal  Improvement 

Act  of  1857  a gross  appropriation  of  $3,500,000,  only  $10,000  per  mile, 

was  made,  and  the  Cairo  companies  evidently  regarded  this  sum  as  suf- 
1 

ficient.  Thus,  one  of  the  first  duties  of  the  promoters  of  the  new 

ESTIMATES  company  was  to  secure  an  approximate  statement  of  the 
OP  Ct)5vT  0PSC0N- 

STRUQTJON  cost  of  the  railroad.  To  make  a reg:ular  survey  was 

too  expensive  and,  as  a substitute,  Mr.  Rantoul,  late  in  1850,  through 
certain  friends  in  the  East,  secured,  the  cost  of  the  Alton  and  Sangamon 


V Laws  of  Illinois,  Session  1836-1837,  p.  121;  Cf . Chapter  ii;  also 
records  of  the  various  Cairo  companies  in  the  office  of  the  Cairo 
Title  and  Trust  Company,  Cairo,  111. 
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and  seven  leading  eastern  railroads.  Upon  these  figures  he  prepared  a 
preliminary  estimate,  which  became  the  basis  of  the  fiscal  program  of 
the  memorialists . According  to  this  statement,  the  dotal  cost  v ould 
vary  from  $14,950,000  ($23,000  per  mile)  to  $32,078,843  ( >41,681,81  per 
mile),  depending  upon  length  of  line  and  character  of  construction. 


In  financing  the  enterprise  the  promoters  had  thre-  methods  open 
to  them.  The  one  most  common  at  that  time,  especially  in  the  Last  and 
South,  was  to  sell  sufficient  stock  to  provide  for  most  of  the  expendi- 
tures, this  being  sup 'lemented,  if  necessary,  by  the  issue  of  mortgage 
or  income  bonds.  The  second  and  less  conservative  method,  nevertheless 
rapidly  growing  in  favor,  was  to  build  the  railroad  by  selling  mortgage 

POSSIBLE  bonds,  usually  at  a heavy  sacrifice,  and  distribute  the 
Mtoofis  * 3 ^ 

OF  FI NAN-  stock  as  a bonus  to  the  promoters. f With  the  Illinois  Cen- 

CING'  CON- 
STRUCTION tral  there  was  a third  possibility.  The  company  had  a 

federal  land  grant  of  from  two  and  a half  to  three  million  acres  of 

farming  land  and  this  allowed  the  company  to  pursue  a policy  entirely 


■V  m ■ 

different  from  what  would  otherwise  have  been  necessary. 

To  the  Es.stern  capitalists  the  land  grant  was  considered  the  most 


valuable  part  of  the  undertaking  and  a few  years  later  Mr.  Richard  C ob- 

UXL  5 


me< if 


den  expressed  theigr  opinion -very  clearly  when  he  said  "It  is  not  as  a 

IMPORTANCE  railroad  investment  that  I regard  so  favorably  this  un- 

5}F  THE  FE- 
DERAL GRANT  dertaking,  but  its  value  in  my  eyes  depends  on  the  landed 

estate...."  However,  the  value  of  even  three  million  acres  of  rich 

prairie  land,  hundreds  of  miles  from  good  transportation,  v.Tas  not  great. 


uiP'  » 

"4.  Illinois  State  Journal  (Springfield),  Feb,  12,  1851.  The  estimate 
was  forwarded  to  Representative  U.F. Lender.  See  s- 

^ Cf.  Chapter  Thompson,  Cost  and  Capitalization  of  American  Railroad 
Mss.  letter  from  Richard  Cobden  to  Sir  Jshua  Walmsley,  written 
from  Midhurst,  England,  18  September,-  1857.  Original  in  office  of 
the  President,  Illinois  Central  R.R-. 
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Between  every  section  of  railroad  land  the  federal  government  te Id  an- 
other section,  equally  fertile,  which  it  was  willing  to  sell  as  low  as 
two  collars  and  a half  an  acre.  Six  miles  back  from  the  tracks  lay  a 
vast,  practically  unoccupied,  stretch  of  government  land,  the  maximum 
price  for  which  was  a dollar  and  a quarter  an  acre.  At  immediate  sale, 
this  enormous  domain  belong'd^  the  Central  would  not  yield  over  eight 
to  ten  millions  of  dollars,  less  than  half  the  total  cost  of  the  rail- 
road, and  to  supply  the  remaining  millions  themselves  was  not  an  in- 
viting prospect  to  the  promoters.  To  avoid  this  difficulty  the  direc- 
tors adopted  a plan  by  which  the  land  grant  could  be  held  until  a large 
return  would  be  received  and  yet  the  land  remained  the  basis  of  all 
fiscal  operations.  This  policy  was  worked  out  in  detail  in  the  report 

made  by  President  Schuyler  to  the  #oard  on  April  sard,  1851,  the  main 
features  of  which  are  as  follows.  -y^ 

The  land  grant  was  to  be  the  basis  of  all  financial  operations, 
but  to  secure  money  for  immediate  expenditures,  mortgage  bends  would  be 
issued.  (1)  All  the  railroad  track,  right  of  way,  stations,  etc.,  and 
two  million  acres  oi  land,  were  to  be  mortgaged  to  the  extent  of 

■>21,400,000,  which  was  then  considered  the  approximate  cost  of  con- 
FINANCIAL  PROGRAM  struotim  ^ ^ 

ADOPTED  LY  THE  struct! on.  These  two  million  acres  would  be  held 

DIRECTORS  AND  PRE-  for  ten  on 

SIDENT  ON  APRIL  t fifteen  years  ?and  then  sold  at  such 

lScl  prices  that  the  cash  realised  would  equal  the  total 

amount  of  bonds  issued.  The  entire  issue  would  be  retired  not  later 
than  tne  year  1876.  (2)  Two  hundred  and  fifty  thousand  acres  were  set 


**  P®  i^ds  were  divided  as  follows:—  _ 

1,200)000  aCLS  nj-e-Llor  Agricultural  Band  at  acre  -*'2,400,000 

300,,  000  " Xuperior  " n .»  7"  lo, 000, 000 

100,000  " 'Especially  Valuable  " »•  r- 7 „ ICo,  0 Of 

TOTAL  1 * ctj.ua oi e <s5  " 2. 500.000 

, $21,400,000 
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apart  as  a guarantee  o':  Interest  on  the  mortgage  bonds  and  could  be 
sola  at  the  discretion  of  the  directors,  (3)  The  remainder  of  the  land 
amounting  to  something  between  one  quarter  and  three  quarters  of  a mil- 
lion acres,  according  to  the  exact  route  selected,  was  to  be  free  land, 
that  is  available  for  any  contingency.  (4)  The  stock,  equal  in  amount 
to  the  cash  expenditures,  was  to  be  distributed  as  a bonus  to  purchas- 
ers of  bonds,  promoters,  directors,  or  sold  to  outside  parties,  a 

moderate  payment  of  $5  to  $10  per  share  being:  made  to  meet  incidental 
ana  extraordinary  expenses."^ 

Thus,  m return  for  an  investment  of  a million  or  two  dollars,  the 
stockholders  were  to  receive,  free  of  debt  by  1675,  a first  class  trunk 
line,  seven  hundred  miles  in  length  and  five  or  six  hundred  thousand 
acres  of  rich  Illinois  prairie  land,  worth  altogether  eighteen  to 
twenty  million  dollars.  It  was  a busineslike  proposition  to  secure  to 
the  promoters  of  the  Illinois  Central  the  greatest  profits  ever  real- 
ise to  that  time  by  a group  of  American  capitalists.  Had  it  not  been 
for  a serious  underestimate  of  the  cost  of  construction  by  Colonel  Ma- 
son;  the  panic  of  1857;  and  the  'Civil  War— -events  entirely  unforseen 
in  1851— - these  prospects  would  undoubtedly  have  been  realised. 

President  Schuyler's  plan  of  April  S3rd  was  based  on  Rantoul’s 
statement jana  definite  action  was  necessarily  deferred  until  Colonel 
I’ason  submitted  his  preliminary  estimate  in  September,  1851.  According 
b0  his  report,  the  railroad  would  be  699  miles  in  length  and  for  that 

gtSK  dlStanCe  thS  °°St  of  buildings,  equipment,  and 

ES’ftlATE  incidentals  was  placed  at  $16,537,312,  or  $23,600  per 

40  Tlf^enSbSl4Mnriorthe  g^tJ*~ctors,  * April  23,1851, 
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mile,  hs  against  $21,400,000  allowed  by  Rantcul.'^  The  schedules  were 
prepared  with  great  care  ana  represented  a reliable  estimate  of  the 
cost  according  to  prices  current  in  the  summer  of  1851.  At  the  same 
time,  either  through  errors  in  one  surveys,  wrong  estimates  of  bridge 
work,  grading, (y  buildings,  . , or  else  through  a desire  to  present  to 
one  outsioe  world  as  favorable  a showing  as  possible,  the  report  great! 
unaerestimate^ the  cost  of  construction.  The  seriousness  of  this  error 

is  shown  by  a aifference  of  $10,030,805.61  between  the  estimate  of 

s 

September,  1851,  ana  the  actual  cost  no  December  31st,  1857/"  For  an 
engineer  of  Mason's  standing  this  difference  of  60. 5--  was  inexcusable, 
ana  many  subsequent  financial  difficulties  were  caused  by  this  mistake. 

V. ith  the  estimate^ cost  of  construction  decreased  from  $21,400,000 
to  $16,500,000,  the  o.irectors  deemed  it  wise  to  decrease  the  amount  of 
money  to  be  borrowed  to  $17,000,000.  Accordingly,  on  ««  bh^^nth  of 
September, 1*^851,  the  Illinois  Central  Railroad  Company  mortgaged  its 
right  of  way,  track,  buildings,  and  two  million  acres  of  land, 

bUt  n0t  the  rolllne  stcck  or  remaining  five  hundred  thou- 
MtefiiMSk  sand  acres  of  land,  as  security  for  $13,000,000  signer 
cent, and  $4,000,000  six  per  cent,  coupon  bonds,  due  in 

payable  semi-annually  in  gold.  The  main  features  of  the  mortgage  were 
the  same  as  outlined  in  the  President’s  report  of  April  Sort,  1851, 
with  the  exception  of  the  size  of  the  mortgagf.S  Three  trustees  were 
appointed  to  handle  matters  relating  to  the  mortgage  .me  $wb  of  these 
were  appointed  by  the  Governor  of  Illinois  and  the  third  by  the  company” 

* SeP°rt  of  President  Schuyler  to  , Board  of  Directors,  Sept.  IP,  1851 
Construction  expenditures  to  Dec.  31,  1857  $26  568  017  fil  * 

\ Estimate  of  September  12,  1851  ' ’ 16  It^Pll  ol 

■ DIFFERENCE  * _J..b,5o7,212.0Q 

^ ^ortgage  of  September  13,  1851.  Documents  Relating^to^h^Organi- 
*,o  01  Illinois  Central  Railroad.  c-  ' 

° . * :iCore  an(i  Samuel  . Lockwood  were  appointed  by  Governor 

Rrench,  ana  Morris  Tletchum  represented  the  railroad. 
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In  the  charter  the  amount;  of  capital  stock  was  fixed,  at  one  mil  — 

I lion  dollars  and  could  be  "increased to  any  sum  not  exceeding  the 

j entire  amount  e. .pended,  on  account  of  said  road."^  ho  restriction, 
other  than  the  above,  was  placed  on  the  issuing  of  stock,  and  the  di- 
rectors had.  entire  power  to  fix  the  terms  of  sale.  Accordingly,  in 
line  w.ith  the  letter,  and  perhaps  with  the  spirit,  of  the 
ACCOUNT  charter,  the  directors  determined  to  keep  the  stock  at  an 
amount  equal  to  the  total  cost  of  the  railroad,  irrespective  of  the 
cash  paid  in  by  the  shareholders.  Originally  this  amount  was  fixed  at 
017, 000, 000,  but  later  was  increased  to^25, 500, 000.*  Under  the -presi- 
dent^ plan,  the  bonds,  and  ultimately  the  land  grant,  were  intended  to 
provide  funds  for  construction ?and  the  stock  was  to  be  assessed  only  a 
nominal  amount,  say  $10  to  $20  per  shared 

The  charter  provided  that  $200,000  should  be  deposited  with  tte 
staue  treasurer  as  a guarantee  of  good  faith  and  that  $20  per  share 
should  be  paio.  on  the  first  one  million  of  stock.  Immediately  after 
the  company  was  organized  one  million  dollars  was  subscribed  by  the  in- 

Sw  te  corporators  and  $50,000,  or  $5  per  share,  paid  in  to 
GUARANTEE  FUND  provide  for  the  various  expenses  of  organization?4' 
Shortly  afterwards  this  first  assessment  was  increased  to  $80  per  share 
ana  another  million  dollars  subscribed,  4 payment  of  $10  per  share 

^ i/V-TVO- 

beist  asked  on  the  second  issue.  This  gave  a total  of  $300,000  receive 
from  the  first  two  issues  of  stock  ($300,00.0  from  the  first  issue  and 
$100,000  from  the  second).  As  a guarantee  that  the  road  would  be  built 


^ct  of  February  10%,  1851  (Illinois  Central  Charter)  section  4 


nois  Central  Railroad,  1855,  187o! 

*rt  Report  of  President  Schuyler,  September  13  and  April  23 
-licago  JDaily  Democrat,  August  17th,  1853. 
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two  hundred  thousand  dollars  was  deposited  with  the  bank in  firm  of 
Eetchum,  xtogers,  and  lement  and  with  Mr.  John  Griswold,  of  Hew  York, 

t jJ. 

subject  to  the  order  of  the  state  of  Illinois. 

The  receipts  irom  the  sale  of  the  first  two  million  of  stock  paia 
the  expenses  of  organization,  but  by  winter  it  became  necessary  to  se- 
cure adequate  funds  for  construction^ and,  in  accordance  with  ""resident 
Schuyler’s  plan,  mortgage  bonds  were  issued.  In  1851,  after  several 

MAlS^T  years  0f  dePpession>  the  country  entered  upon  a period  of 

TIONst  great'  financial  prosperity  during  which  there  was  a heavy  de- 

Ih  185f  mand  in  the  United  States  and  Europe  for  good  investment  se- 
curities ano  the  directors  of  the  Illinois  Central  were  able  no  take 
immediate  advantage  of  the  favorable  financial  situation. 

According  to  newspaper  reports,  one  banking  firm  had  already  a- 
greed  to  take  the  entire  $17,000,000  at  par  or  over,  when  a slight 
stock  market  flurry  occurred,  preventing  completion  of  the  arrange- 

Cm 

/uent,s.  Probably  the  real  reason  was  that  investors  hesitated  to  ad- 

LOaI  O^PEB-  VanCe  SUCh  a la,7ee  a“°Unt  before  a shovelful  of  earth 

SUAKY,  18SS  had  been  removed. S This  made  it  necessary  to  reduce  the 

issue  to  four  or  five  millions,  and  numerous  offers  were  made  for  the 

smaller  amount,  including,  it  is  said,  a very  flattering  proposition 

from  the  Rothsohilos J The  success  of  the  smaller  loan  was  immediate. 


%lS>' 
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At  this  time  Mr.  Moore  was  severelv  criticized  for  denositi  ncr  thp 

nonSomdhforI1bC?tneCt'ed  Wlth  the  hlinois  Central,  but  there  is 
nesf  mi^ives  SlfeXlnK  he  v,as  influenced  by  other  than  bust- 

tte  state  T'etctlPm’  Rogers,  and  "enent  mid 

al  rp-rtifiontn  f fl  'e  dep  cen1:'  gave  as  security  addition- 
tee  fetier  o?  John  beposlt  K?re  than  covering  the  money  borrowed'. 

( nntoH  f " cnn e,  daued.  Springfield,  January  24,  1852 

$ „ l1  fplcago  Daily  Democrat,  February  6th,  1852. 

-.hicago  rn.an.ly;  Democrat,  November  5,  1851 

^trerat°et?iLL1tf4vfrlCTan  Journal,  December ,1861 . Hr. 

largely  of Ms  eStSlaS  my  are  based  very 

Chicago  Daily  Democrat,  Nov.  6,  1851;  i-bicu,  December  16,  185-1. 
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By  December,  1851,  bankers  in  New  York,  Boston,  and  Philadelphia  had 
promised  to  take  $4,000,000  seven  per  cent  bonds  at  par  and  in  Febru- 
ary,  1852,  the  negotiations  were  completed.'  The  sale  at  once  placed 
the  credit  of  the  Illinois  Central  on  a souna  basis,  and  showed  that  it 
could  borrow  money  on  as  good  uerms  as  well  established  reads  like  the 

Hudson  River  and  the  New  York  and  New  Haven  railroads.  It  also  en- 

\ 

abled  the  company  to  pay  cash  for  all  construction  work.  The  success 
of  the  undertaking  was  thus  assured. 

Even  before  the  mortgage  had  been  signed,  plans  were  made  to  place 
part  of  the  loan  in  Great  Britain,  and  in  August,  1851,  JCx-  j4cretary  of 
the  /treasury  Robert  J.  Walker  and  ii ice-president  David  A.  -eal  were  ap- 
pointed as  agents  to  visit  Europe.  They  reached  Bond on  in  November  and 
before  selling  any  bonds  they  spent  several  months  disseminating  infor- 
mation in  regard  to  the  Central;  consulting  bankers,  brokers^ and  in- 
vestors; and  msking  arrangements  with  manufacturers  of  railroad,  mater- 
ials.  The  results  were  entirely  satisfactorj^.  Before  the  formal  an- 

BONpON  SIX  nouncement  on  June  12th,  1852,  a large  number  of  inves- 
PER  CENT,  -n 

EOAN  OF  *52  tors  and  manuf act urers  had  promised  to  take  bonds,  and 
within  a few  weeks  after  the  bids  were  asked  for,  the  entire  amount  was 
disposed  of  at  a small  premium.  J The  strength  of  the  company's  credit 
v;as  illustrated  in  a striking  way  when  a number  of  large  rail  makers 
took  bonds  rather  than  cash  in  payment  of  materials  purchased.  It  was 

also  emphasized  by  the  fact  that  the  whole  loan  of  ^1, 000, 000  Sterling;, 

^3 

od  i.  i v e millions  of  dollars,  although  most  of  it*was  bearing  only  six 
per  cent  interest one  per  cent  less  than  the  New  York  issue was 


^ . Chicago  Daily  Democrat,  Feb,  1852. 

"Ibid.,  Febi.rfl^.  1852.  /|“ 

Ibid.,  Sept.  8,  1851. 

Railway  Times  ' (_  ed  itorial ) , June  12,  1852;  ibid.,  advertisement. 
.Or  the  '5,000,000,  $1,000,000  bore  seven  per  cent  interest  and 
the  remainder,  $4,000,000,  bore  six  per  cent.  ~ “ 
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oversubscribed  a t a small  premium. 


However,  the  'British  purchasers 
were  allowed  to  subscribe  to  five  shares  of  stock  for  every  $1000  bona 
ana  as  Illinois  Central  stock,  subject  to  possible  assessments  of  $80 
pel  share,  was  selling  at  or  near  par,  many  Investors  bought  high  grade 
bonas  oo  secure  such  valuable  stock.'*'  Thus,  by  August  1st,  1852, 
$9,000,000  ol  six  and  seven  per  cent  bonds  had  been  sold  at  parr  * On 
the  other  hana,  the  shareholders  haa  contributed  only  $300, 000  A 

From  dune,  1852,  to  June,  1863,  there  was  a small  increase  in  the 
amount  of  stocks  and  bounds  outstanding.  No  new  bond  issues  were  sola, 
but  a number  of  contractors  and  manufacturers  agreed  to  bake  bonds  in- 
stead of  cash  in  settlement  of  contracts.  T, ikewj.se,  subscriptions  from 
contractors  and  manufacturers,  stock  subscriptions  by  purchasers  of  six 
per  cent  bonds,  and  purchases  by  investors  generally  increased  the 
|oND  AtS”  a»-ount  of  stock  outstanding.'6  Furthermore,  on  June  16th, 

Xtf®  1863»  seven  per  oent  bonds  to  the  amount  of  three  million 

ANG.,  1863  dollars  were  disposed  of  at  par,  although  it  is  probable 
thau  nearly  all  of  this^  _loan  had  been  unofficially  promised  several 
months  prior  to  that  time.®  Thus,  by  August  1st,  1863,  109, 293' shares 
of  suock  had  been  subscribed.  Payments  from  $6  to  $20  per  share  were 
maae;and  the  total  amount  received  was  $746,465,  while  $13,086,000  of 
“ been  sold  or  contracted  for,  of  which  $6,196,117.66  had  been 
paid.  All  Of  the  bonds  had  been  disposed  of. at  or  above  par,  and,  in- 
cluding differences  ii/exchange  and  discount,  there  was  a premium  of 
084,014.27.  iscellaneous  accounts,  principally  bills  payable,  brought 

^ * th|rtreasS?erEof  bhVVn1’  m 14’  185S5  also  official  statement  of 
®Ucai“?y  Democrat ^Augus t°l 7^  1 853US ^ ^ 18BS’ 

j?  %rtisiSSln^^otir’  186S;  alS°  Bi5MllE“eouS  editorials,  ad- 

< 1*7  ,Tbia<  R cf A^easurer,  Chicago  Daily  Democrat,  Aug]  17  1857 
6^  fR  " ° ^llwa7  Times,  June  12,  1852.  H ' 
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the  total  cash  receipts  to  $7,840,525.68.  Construction  and  general  of- 
iice  expenses,  interest  charges ^ ana  the  cost  of*  organization  took 
$6,558,216.45,  leaving  a nominal  balance  of  $1,382,300.23.  After  de- 
ducting current  liabilities,  however,  this  was  reduced  to  $370,232.45. 
In  addition  there  were  unpaid  instalments  and  assessments  of  $8,486,882* 
This  was  a favorable  report, and  had  the  financial  situation  re- 
mined the  same  in  1854  as  in  1862  and  1853  there  would  have  been  no 
danger  from  the  small  cash  balance.  However,  these  years  hao  been 
times  of  tremendous  expansion  in  all  lines  of  business  and  the  demand 
ior  new  capital  was  so  great  that  it  was  soon  impossible  to  borrow  on 
anything  like  reasonable  terms.  When  ten  per  cent  bonds  of  reputable 
companies  such  as  the  Ohio  and  Mississippi  were  selling  at  sixty  or 

seventy,  it  i as  out  of  the  question  to  dispose  of  six  and 

seven  Per  Cent  Illlnoi8  central  bonds  at  par.  The  money 
PRAUDS  market  was  also  affected  by  the  outbreak  of  the  Crimean  war 

which  created  large  additional  demands  for  money,  especially  in  England 
and  prevented  free  investment  in  industrial  and  railroad  securities.  By 
the  middle  of  October,  1853,  the  six  per  cent  bonds,  which  only  a few 
months  before  had  been  eagerly  sought  for  at  a premium,  were  selling 
-or  95  , by  the  last  of  April  a further  drop  of  fifteen  points  had 

taken  place.'  This  rapid  decline  was  accentuated  by  the  actions  p of 
President  Schuyler.  He  was  president  of  the  Hew  York  and  New  Haven 
railroad,  as  well  as  of  the  Illinois  Central,  and  In  the  name  of  the 
former  company  he  had  fraudulently  issued  a million  of  stock,  selling 
the  same  for  the  personal  profit  of  himself  and  friends.  The  leading- 
railroad  magnate  of  his  time  and  a prominent  stock  exchange  broker,  his 

K^lway^imes  ^October”  24*  ^1853*  ’ ' hlcag0  Democrat,  Augfl7. 
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defalcation  had  a disastrous  influence  on  the  stock  market.  A Wall 

Street  panic  commenced  on  the  24th  of  July,  the  aay  his  embez  lement 

is. 

became  known,  and  securities  dropped  rapidly  in  price The  effect  on 
the  Illinois  Central  was  especially  damaging.  Robert  'chuyler,  its 
president,  was  a fugitive  in  Canada  and  Gouverneur  Torris,  one  of  the 
leading  directors,  was  a bankrupt.  T he  stock  declined  over  forty 
poinos  in  a few  days  and  seven  per  cent  bonds  became  a drug  on  the  mar- 
ket  at  63.  With  its  treasury  depleted  and  payments  on  millions  of 
dollars  worth  of  construction  work  due  within  the  year. the  situation 
was  critical. 

Fortunately,  at  this  time,  Mr.  F.  'I . Osborn,  wrho,  more  than  any 

other  person  connected  with  the  road’,  had  helped  to  place  its  finances 

on  the  substantial  basis  to  -day,  assumed  complete  control  of 

the  financial  affairs  of  the  company.  From  August  1st,  1853,  to  ecem- 

Ii.IFLUEFC'E  OF  berolst,  1857,  not/  quite  four  and  a half  years,  a total 
W.  H . OSBORN 

Airo  SETTLE-  of  $23,339,722 .76  was  expended  on  construction  work  and 
MEET  OF  THE 

DIFFICULTIES  interest  payments.'5'  After  deducting  bills  and  accounts 
payable,  the  company,  at  the  commencement  of  this  period,  had  only 
$370,232.45  in  cash,  leaving  some  twenty-three  million*  af  dollars  to 


be  raised  within  this  short  period.  Against  these  expenditures,  the 
company  had  potential  assets  to  the  extent  of  eight  millions  in  the 
i orm  of  unpaid  instalments  on  bonds  already  subscribed.  However,  a 
large  proportion  had  been  taken  by  contractors  or  manufacturers  in  pay- 
ment of  work  or  supplies  fand  when  the  bonds  cropped  below  par  they  re- 
fused uo  accept  anything  but  cash  in  settlement  of  their  contracts. 


^ Railway  limes,  Eov.  14,  1854;  editorial  references  in  each  number 
July  24  to  November  11th,  1854;  cf.  Hew  York  and  Chicago  newspa- 
pers of  the  same  dates. 

>£3vl  Ibid. 
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less  than  six  million*  iwas  actually  received  in  cash  from  these 
unpaid  instalments.  At  the  same  time  ?'apid  increases  in  the  price  of 
ra1r-  material  and  the  wages  of  laborers  forced  the  contractors  to  demand 
a laiger  compensation  for  work  alreaciy  commenced^  v?h#©h  demands  the 

company  was  bound  to  respect,  in  order  to  prevent  a complete  demoral i- 

, ' ^ 
nation  of;  the  work  through  contractors  giving  up  their  contracts."*  Un- 
der the  circumstances  the  directors  were  forced  to  sell  construction 
bonds  at  a discount.  The  charter  prohibited  this,  but  by  the  act  of 

!®Wc1kokOH'  Pebruary  27’  1884«  this  restriction  was  removed^  As  ear 


PARADIS-0'*1  ^ 1854>  company  sold  bonds  at  a small  dis- 

COUIjT,  mT(  . ^c cunt ^ and  in  spite  of  the  low  quotations  for  Illinois 

Cential  securities  further  issues  were  sold  at  current  market  rates. 


sometimes  as  low  as  only  $600  per  bond  H Thus,  by  the  31st  of  Decem- 
ber, 1837,  the  management  had  disposed  of  approximately  four  and  a half 
millions  of  seven  per  cent  bonds  at  65,  as  against©  par  for  six  per 
cent  issues  sold  in  185?,  and  1853.*^  Including  instalments  on  loans 
made  prior  to  1854,  i.e.  the  four  and  five  million  loans  of  1852  and 
ohe  three  million  easfc  ’ of  1853,  the  company  realised  $9,192,784.38  in 
cash  from  construction  bonds  from  August  1st,  1853,  to  December  31st, 
1857.  For  the  four  and  a half  million  sold  in  this  period  the  company 
received  only  $2,900,000,  or  $650  per  bond. 

<y  selling  these  four  and  a half  million  dollars  of  bonds  at  65 
instead  of  par,  the  company  decreased  its  receipts  by  approximately 
sixteen  hundred  thousand  dollars,  while,  from  various  causes,  cost  of 


■HI  Hnaal  Illinois  Central  Railroad,'  1855-to  1857  isse! 

Th‘eV  ray  m .1858  (Satter^walteh  Report)  * 

**.  *7,  1854;  sections  2,  3. 

Ibid. 

Annual  Report,  Illinois  Central  Railroad,  Aug. 
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construction  was  increased  by  several  millions.  To  meet  this  deficit 
in  receipts  the  management  resorted  to  the  three  hundred  ohousand  acres 
of  free  land  reserved  by  the  mortgage  of  1 8.51  ^ and  in  1855  an  additional 

m0rteage’  coverlne  53,000,00f^‘'ii-ee  land  ’/ends  of 
0F  1660 ‘ 1860>  was  placed  on  the  railroad  ana  on  the  free 

lanas.  The  change  that  had  come  over  the  financial  position  of  the 
Illinois  Central  is  strikingly  illustrated  by  the  results  of  this  loan. 
Only  $2,079,876.61,  or  $694  per  bond,  was  received.  Including  the  dis- 
count, this  was  equivalent  to  about  fifteen  per  cent  for  the  five  years 
the  bonds  ran,  as  against  slightly  under  six  per  cent  for  the  T..oncion 
loan  of  1852.' 

Even  the  Free  land  Loan  of  1853  was  not  sufficient  to  meet  con- 
struction expenditures  and  finally,  in  1866,  the  company  resorted  to 
what  was  virtually  a debenture  note.  In  that  je  ar  there  was  issued 
3900,000  of  eight  per  cent  optional  right  bonds,  payable  at  any  time 
alter  1858.  To  make  the  notes  more  inviting  to  investors,  holders  of 
these  securities  were  given  an  option  on  stock  equal  to 
Of  1856-69  the  face  value  of  the  bonds.14  This  issue  was  disposed  of 
at  a higher  average  price  than  the  Free  Land  bonds,  as  it  realized  8945 
per  bona,  equivalent,  including  discount,  to  about  eleven  per  cent  in- 
terest.'1 However,  borrowing  money  on  short  time  notes  at  eleven  per 

mt  to  finance  a paitially  constructed  railway  was  a dangerous  as  well 
as  expensive  piece  of  financering. 


1\,  5fP°rt,i  Illinols  Central  Eailroad,  1855,  1866. 

at  7V was  11"IJ®rest,ron  the  money  actually  received  ($694  per  bond 
bond'  in  lP«n°'aith  -n  additional,  the  company  had  to  pay  $1000  per 

the  use  o^the  monefff  wCelVef  °nly  $694’  As  the"  company  had* 
valent  to  a-ncnt  ??M  bet!’een  flve  and  six  years  this  was  e,  ui- 
eml  P ° more’  maEing  a total  of  fifteen  Per 


<3 


Ibid.,  1856. 
Ibid . , 

Ibio  . . ■■ 
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These  loans  did  not  provide  the  necessary  capital ^and  to  tide  the 
company  over  the  period  of  construction  floating  obligations  in  the 

form  of  bills  and  accounts  payable  were  allowed  to  accumulate a 

makeshift  which  eventually  inflicted  great  mortification  as  well  as 
ACCUiyfBLATION  financial  loss  upon  the  company.  Accordingly,  miscel- 
XjIA^It JTuE8  laneous  obligations  were  increased  from  $812,076.78,  on 
August  1st,  1855,  to  ‘>o,700,551  on  October  20th,  1857.  Agains^/this 
liability  the  company  carried  in  New  York  less  than  a hundred  thousand 
dollars  in  cash  or  cash  assets. 

While  pursuing  these  expensive,  though  perhaps  necessary,  expedi- 
ents of  selling  ooncs  and  notes  at  a heavy  discount,  the  company  con- 
tinued its  weak  policy  in  regard  to  assessments  on  the  ca.pital  stock, 
lior  to  1854,  calls  foi  only  a nominal  amount  had  been  made  upon  the 
stockholders,  ana,  on  August  lsrb>  1855,  only  $746,465  had  been  paid, 

hi  PPSiF  an  average  of  $6.80  per  share.'8  In  1854  two  assessments 

STOOP, 1855-6  of  $10  and  $5  respectively  were  made5'  and  this  was  fol- 
lowed the  next  year  by  two  small  calls  of  $5  per  share  on  uhe  entire 
capital.  $1,000,000  of  new  stock  was  also  sold  at  $25  per  share.4  In 

the  middle  of  1857  another  call  of  $10  was  made,  but  cnlv  partial  ray- 
menus  were  mace  during  the  summer.1  Py  December  31*fc.,  1855,  there  had 
been  received  in  cash  $2,571,050,  or  an  average  of  $19.93  on  the 
s>12,925,600  outstanding.  The  next  year  this  was  increased,  to  $3,558, 

615  , or  $25.20  per  share  on  $14,034,700. 

ivvo  aadxtional  sources  we  re  utilized  during  the  period  from  1853 
oo  1857,  viz.  net  receipts  from  operation  and  sales  of  interest  and 

'jo rf.  (.gv  o- * X. 

A 


Statement^reasurer,  .August  1A,  1855^4-fricU,.  in  Annual  Report,  1857: 
« Report,  Railway  Times,  Junel9,  1858. 

i d * 


fisher\ 
v£vf7  Ibid. 

14  S li2*  0n  r'r)»co°  shares;  $5  on  129,546  shares'  making  a total  of 

$20  per  share. 


4A 

: ft 


*4 

Ibid . , 1857  . 

8 J ( 


.Report,  Illinois  Central  Railroad,  1855. 


Ibid.,  1855,  1856. 
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free  lams.  Early  in  1853  short  portions  of  the  road  vere  put  in  oper- 


anion j and  the  net  receipts  began  to  constitute  an  appreciable  amount 
Prom  1853  to  1855,  inclusive,  $1, 281, 305. 02  was  received  in  this  way. 

In  1856  cash  sales  of  free  and  interest  lands  were  im- 
portant, the  combined  receipts  to  1857  being  as  follows : 


NET  RECEIPTS 
PROM  S APES' 

OF  PANE  AND\ 

OPERATION  OP 

E-ffi  RAIPROAD  f'let  receipts  from  Operation  $2,154  403.78 

l J e t receipts  Free  fr  Interest  Pds.  1 148  040  ?? 

Total  net  receipts 

Interest  to  Dec.  31,  1857  5 807  644  38 

Net  deficit  2^615;  19? .Is 

Thus  the  net  receipts  from  operation  and  land  sales  ^dEu^eft  the 
interest  payments  inthis  period  by  two  million  six  hundred  thousand 
collars  and  the  deficit  had  to  be  made  good  by  assessments  on  the  stock 
ana  by  sale  of  bonds.  In  f act  it  Fas  not  until  the  year  1861  that  re- 
ceipts from  free  lands  and  the  operation  of  the  railroad  paid  all  in- 

terest charges 

The  various  issues  of  short  term  notes  and  the  accumulation  of  un- 
paid bills  meant  that  from  1853  to  1857  the  directors  were  forced  into 
a hana-to-mouth  financial  policyjl , offset  to  only  a partial  degree  by 
subscriptions  to  stock  or  sale  of  long  time  bonds.  The  result  of  this 
policy  is  shown  by  the  condition  of  the  treasury  in  1857.  Oyer  three 
million  collars  of  bills  and  accounts  payable  were  still  outstanding, 
while  the  amount  of  cash  actually  on  hand  in  Few  York  did  not  exceed  a 

PaVi'IIi'T  Alfij0"  1S'  t,hOUSanCi  dci ■■'■a"L’s . The  company  had  a large  amount  of 
AS^GM.MT  $7  bills  and  accounts  r eceivable,  time  loans  and  other  slow 
as-ets,  ana  uncollected  instalments  on  stock,  but  these  assets  were  not 
available  in  case  of  a sudoen  market  stringency!*  Steps  had  been  taken 

& 18ES- 

•4^-  American  Railway  Journal,  quoted  in  Railway  Times  Fov  v 

^ ££■£  i858ral  ^ 18p6"  ^4°fet!8E7; 

* Annua  a.  Report,  Illinois  Central  Railroad,  1861. 
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t*o  remove  these  difficulties,  but  before  they  could  be  carried  out 
there  occurred  the  x>anic  of  1857.  The  directors  of  the  Illinois  Cen- 
tral were  unprepared  for  such  a catastrophe^  Mr.  Osborn  was  in  Europe 
at  the  time.  Motes  were  presented  for  payment;  the  funds  in  the  trea- 


sury at  hew  York  were  very  low,  and  though  the  company  had  eleven  hun- 
dred thousand  dollars  to  its  credit  in  England  and  over  a hundred  thou- 
sand more  in  Chicago,  it  wras  impossible  to  draw  bills  of  exchange  at 
any  reasonaole  discount,  for  the  first  and  only  time  in  its  history 
the  company w as  forced  to  suspend  payment;  the  creditors,  under  stress 
of  general  financial  failure,  became  urgent  for  their  money;  and,  in 
the  absence  of  the  President,  the  Secretary  made  a temporary  assignment 
of  the  property  in  order  to  prevent  seizure  of  valuable  assets  by 


On  his  return  to  this  country,  Mr.  Osborn  commenced  energetic  mea- 
sLiies  to  restore  the  pr  operty  to  the  stockholders.  Punds  vrere  rushed 
from  England;  arrangements  were  made  with  creditors  for  extension  of 
notes;  and  the  directors  used  their  personal  credit  to  put  the  company 


company  loyally ;ana  made  prompt  payment  of  the  additional  calls,  often 
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issued  sufficient  short  term  notes  to  pay  off  all  such  bills.  Pre- 
viously , they  had  t ound  that  the  optional  right  boro  s lad  been  very  suc- 
cessful, and  the  $900,000  outstanding  was  now  increased  to  $5,9,00,000. 
Optional  rights  on  80,000  shares  of  stock  were  to  expire  bet  een  the 
first  of  June  and  the  first  of  July  ano  this  formed  the  basis  of  the 


loan.  The  bonos  were  convertible  into  stock  prior  to  February  90th, 
I860,  on  the  basis  of  twenty  five  shares  of  stock  with  $40  paid  in.  for 
each  $1000  bona,  and  were  to  be  redeemed  on  or  before  the  90th  of  Feb- 

i- 

iuary,  1868.  Although  the  interest  rate  was  only  seven  ner  cent,  the 
convertible  feature  was  so  attractive  that  something  like  $9  558  000 

to. 

was  subscribed  by  the  1st  of  May,  1858. 


These  energetic  measures  accomplished  their  object^ and  by  the 


close  of  the  year  185$  the  company  was  again  on  a sound  financial  ba- 
sis. All  the  floating  debt  was  either  paid  or  otherwise  provided  for 
and  the  Assignment  was  removed.  During  the  fifteen  months  from  October 
W57,  to  December  31st,  1868,  between  Oven  and  eight  mil- 
MoWu  18E8  lione^was  paid  into  the  treasury  of  the  company  in  cash  or 
m various  Illinois  Central  bonds  in  payment  of  stock,  allowing  the  di- 
rectors to  retire  the  entire  floating  debt,  with  the  exception  of 


Co 96, 167.55,  and  to  pay  all  core  truction  and  interest  charges  in  full/* 

Thus , through  the  efforts  of  Mr.  Osborn  and  his  associates,  the  company 

passed  through  the  Assignment  with  an  untarnished  record,  and,  in  1858, 

its  credit  was  higher  than  it  .had  been  for  six  years.  Though  somewhat 

expensive,  on  account  of  the  various  financial  expedients  which  had  to 

be  aoopteo,  the  crisis  of  1857  taught  the  company  a valuable  lesson. 

Times,  Jan.  ls&,  1858;  Aug*,  7,  1858. 

Ibid.,  Aug*tf7,  1858. 

^ Annual  Report,  Illinois  Central  Railroad,  1855- to  1858. 
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: , . ^ a^e  T76)  A number  of  the  hnglish  investors  accused  Mr  n^br-pn  n-r 
tit  ?h-aQVant'?ge  °f  the  c ompany , s condition  to  fill  his  own  pockets 

mentshanarfCUloSorn°s  f <"«  irrrease/stoK^- 

was  aCs^oSdTt  ^ connection  with  the  company , during  which  he 

Fhat  by  1 very  same  men3amply  refutes  this  assertion, 

that  comens at ion  ne  received  was  by  regular  vote  of  she  directors. 
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By  1859  all  danger  from  the  floating  indebtedness  had  been  removed 

* 

but  there  still  remained  the  Optional  Eight  Bonds  of  1868  and  the  Free 

Land  bonds  of  1860.  Under  the  mortgages  these  bonds  could  be  retired 

in  1859  and  1860,  and  in  those  two  years  all  notes  and  floating  liabil- 

ities  in  excess  of  those  inc luded ^instrictly  operating  accounts,  and 

RETIREMENT  OF  the  Free  Lana,  ana  Optional  Eight  bonds,  vere  cancelled, 
SHORT  TERM 

NOTEyS  'Sc  BONDS  leaving  the  construction  bond  mortgage  of  1875  as  the 
only  lien  upon  the  property.  Thus,  at  a late  date,  the  company  adopted 
a policy  that  should  have  been  pursued  from  the  commencement  of  the 
undertaking. 


and  1858 

During  the  years  1857/tlie  shareholders  had  paid  in  an  average  of 
<t>55  per  share  on  stock  which  they  supposed  would  cost  them  practically 
nothing,  and  judging  from  comments  in  the  English  press  British  in- 

DIS^ATI^PhDTION  vestcrs  in  the  Illinois  Central  were  thoroughly  indig- 
OF  ENGLISH  IN- 
VESTORS nant  at  the  American  directors.  Meetings  of  share- 

holders were  held,  two  special  committees  were  s ent  to  the  United 
States,  and  the  English  stockholders  and  bondholders  formed  a permanent 
organization  to  supervise  the  affairs  of  the  corporation/*'  The  con- 

® > 

tinuea  assessments,  stimulated  by  a strong  bear  movement  on  the  exchang 
forced  down  the  price  of  both  stocks  and.  bonds  and  for  a time  man}?-  of 
the  small  shareholders  were  thoroughly  frightened.  The  company  was  net 


1 Of.  Railway  Times,  November,  1857,*,  to  December,  1858. 

The  attitude  of  the  more  conservative  investors  is  shown  by  the 
following  letter  written  by. Richard  Cobden:^  "I  do  not  change  in 
the  slightest  degree  my  opinion  in  consequence  of  the  fall  in  the  Illi- 
nois.- That  the  stock  will  go  up  again  to  its  former  level  I have  no 
doubt.  It  is  not  as  a railroad  investment  that  I' regard  so  favorably 
this  undertaking,  but  its  value  in  my  eyes  depends  on  the  landed  estate 
which  is  the  noblest  domain  ever  transferred  in  one  conveyance.  Noth- 
ing but  an  earthquake  or  some  other  convulsion  of  nature  can  impair  the 
value  of  2,600,000  acres  of  the  richest  soil  in  the  world,  situated  in 
the  midst  of  the  most  inaustrious  S intelligent  population. -The  V all 
Street  "bulls**  a ’’bears*  will  make  no  aurable  impression  on  such  a 
property."  Mss . letter  to  Sir  Joshua  Walmsley,  Midhusrt,  Sept.  18, 

1857.  Original  in  office  of  President,  Illinois  Central  E^R, 
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yet  in  a position  to  ignore  the  stock  market  and  accordingly,  as  a 

peace  offering,  the  directors  adopted  two  very  important  measures,  both 

of  considerable  financial  benefit  to  the  shareholders. 

The  first  of  these  was  the  Cancelled  Bono  Scrip  Dividend.  By  1856 

uhe  sales  of  land  had  been  sufficient  to  cancel  about  8600, 000  of  the 

construction  bonds  and  on  July  12th-,  1858,  as  the  result  of  strong  pres 

sure  from  the  English  shareholders,  the  management  ordered  that  "when- 

QANCELTjED  ever  the  amount  of  construction  bonds  cancelled  in  a vear 
BOND  SCRIP 

DrVIDENB  should  amount  to  five  per  cent' on  the  share  capital  of  the 
company,  certificates  setting  forth  the  amount  so  cancelled  should  be 
distributed  pro  $rata  among  the  shareholders  and  this  scrip  should  be 

e 

entitled  to  the  same  dividends  as  regular  stock."-3"  These  dividends  ver 
continued  untij.  186<j,  by  which  time  the  amount  so  distributed  vas 
ol, 772, 270.  .^f ter  I860  the  profits  from  the  land  sales  were  divided 

among  the  shareholders  in  other  ways. 

The  second  dated  from  May  2 7th,  1859,  and  entitled  any  stockholder 
who  hao  paid  up  the  full  par  value  of  his  stock  to  receive  four  per 

fhTER^ST  qnT  CSnt  int,erest'  Per  armum  on  the  same  until  a regular 

FNLBPA ID  STOOD  cash  dividend  of  at  least  four  per  cent  had  been  de- 

clared. There  had  been  previous  interest  dividends  paid  in  cash,  but 
they  were  sporadic,  and  this  measure  now  off erred  an  inducement  to  the 
shareholders  to  'ar  up  their  stock  in  fuljL^ 

These  influe  measures  had  a very  important  influence  on  the  stock 
account  and  encouraged  the  shareholders  to  pay  up  all  unpaid  calls  and 


resolution  of  the  card  of  Directors,  July  12th  1858 

quoted  in  Railway  Times,  August  7th,  1858. 

^ Annual  Report,  Illinois  Central  Railroad,  I860. 

Ihifl. , 1855-1865;  Resolution  of  Board  of  Directors,  quoted 

in  Railway  Times,  June  18th,  1858. 
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assessments.  As  a result  the  number  of  full  paid  shares  increased,  from 
none  in  1858  to  97, 821  in  I860,  and  the  cash  receiveo  from  all  shares 
from  $3,558,615  in  the  spring  of  1857  to  015,654,980  in  1860  and 
$17,543,700  in  1863. 

During  the  three  years  ending  December  Shs-b,  1860,  expenditures 
for  construction  amounted  to  $1,080,237.86  ana  the  deficit  in  net 
earnings  over  interest  charges  to  $2,095,408.08,  thus  leaving 


$5,622,899.06  to  cancel  bonas  ana  miscellaneous  obligations.  The 

C ON 8 TRU 0 T I OTI  Free  Land  bonds  vere  paid  off  at  maturitv  in  1860,  ano 

MORTGAGE  ONLD* 

LIE.K  OK  ROAD  the  optional  rig-ht  bonas  were  either  redeemed,  bye  ash 
payments  or  converted  into  stock.  This  left  the  construction  bonds  of 
1875  as  the  only  funded  debt.  Moreover,  receipts  from  land  sales  had 
reduced  the  amount  outstanding  in  1860  to  approximately  fifteen  mil- 
lions, as  against  a share  capital  of  $17,945,400,  of  which  $15,654,980 
had  been  paid  in  cash.^  This  was  a oecioea  contrast  to  conditions  in 


1853  when  less  than  eight  hundred  thousand  dollars  had  been  paid  by  the 
shareholders 


The  methods  used  to  obtain  money  for  construction  purposes  having 
been  reviewed  it  is  important  to  see  where  these  millions  of  dollars 
went.  To  December  51st,  1857,  when  the  railroad  was  in  full  operation, 
the  expenditures  for  equipment  and  construction  amounted  to  a total  of 


Annual  Report,  Illinois  Central  Railroad,  1856-1864. 

Ibid.,  1858-i9ie  1860. 

Ibid.,  report  of  the  Land  Department,  1860. 

The  foli owing  table  shows  the  status  of  the  stock  account,  1856  to 
i860,  and  the  amount  received  in  cash  in  the  various  years :-- 
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$23,456,668.32,  or  $33,198  per  mile"^,  to  V'hich 
during  the  period  of  construction.^  Including 


shoulc  be  added  interest 
all  proper  construction 


charges,  the  total  expenditures  for  permanent  improvements  chargeable 
to  capital  were  as  follows: — 


(construction  charges  to  December  31st,  1857 
Interest  charges  to  Dec.  31,1856  $4,874,279.59 
T.ess  net  rcpts.  from  operation  1,742  930  30 
TOTAL  COST  07  THE  ILLINOIS  CENTRAL  ~ 


$23,436,668.32 

5.151.349.29  ** 
$26,568,017.61  V$ 


While  the  aggregate  cost  is  high  there  seems  to  be  no  rea,son  to 
question  the  correctness  of  the  accounts yandXtii.tle  criticism  xis  to  the 
r-wisoom  wit^-^aiicii---e^p^i.idi.tm'es.  jueasa^sa &e  , In  1857  the  Illinois  Central 
Railroad  was  undoubtedly  the  best  built  road  in  the  West;  ample  termin- 
al and  yard  facilities  existed;  right  of  way  and  station  grounds  were 
more  than  sufficient  for  the  existing  busire  ss;  bridges  and  culverts 
were  usually  of  stone  or  iron  and  always  substantial;  grades  were  igit- 
light,  curves  were  of  large  radius  j ana.  tangents  constituted 
about  ninety  per  cent  of  the  line;  uhe  equipment  was  up-to- 
uaoe  in  every  particular,  ample  in  amount,  and  well  built;  on  the  whole 

roadbed  and  equipment  were  sufficient  to  provide  for  traffic  several 

aX 

times  that  of  1857.  There  were  occasion  misappropriations  of  funds 
poor  contract  work, ^peculations,  esfe*. , but  there  was  not  that  organized 
corruption  and  mismanagement  characteristic  of  many  of  the  land  grant 
roaos.  The  company  itself  did  most  of  the  construction  work  and  all 
contracts  were  satisfied  in  cash  or  bonds  at  par.  Moreover,  the  of- 
ficials of  the  company  were  able  to  secure  supplies  and  labor  at  low 


'CRITIC  ESM 
07  CAPITAL 
EXPENSES 


^^ual  Report,  Illinois  Central  Railroad,  1855 -tm  1857*  e#r-^a*je 
fe^-de.t.a.1 1 ecUetateme^t  of-  coat,  f 

^ int"erest  charge  is  based  on  the  following  assumptions*  ( 1 ^ th 

tprpqtaSi  not  in  COn:-piet'eci  ccndit*ion  until  December  Slat,  1857*  # ( 2 ) in- 

Hie  incuZuTXeXeiPt*  fr0m  shoulc  he  allfed  frci  ihe 

opemilof  °ns+*ere  °Pened  until  the  whol  was  In  complete 

operation,  ihese  assumptions  are  nff  absolute), correct,  but  the  above 


struction3  t0  **  be8t'  basls  for  determining  Interest  during  con- 
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prices.  The  average  wages  of  employees  did  not  exceed  those  paid  in 
the  eastern  S'tates;  nearly  all  of  the  iron  was  purchased  in  England  at 
very  low  prices  ; and  the  right  of  way,  which  to-day  is  worth  a fabu- 
lous amount,  was  secured  at  a nominal  cost.  Three  times  the  English 
shareholders  sent  a special  committee  to  this  country  to  audit  the 
cons tr uction  accounts  of  the  Illinois  Central  ; theT"  were  given  com- 
plete access  to  all  vouchers  and  original  records  ; ana  in  their  pub- 


lished reports  the  three  committees  state  emphatically  that,  so  far  as 
they  could  discover,  the  accounts  were  honestly  kept. and  no  fraud  or 
speculation  of  any  extent  was  founa.  Moreover,  from  a comparison  of 
detailed  expenditures  of  the  Illinois  Central  with  those  of  several 
other  roaas  it  appears  that,  in  the  majority  of' cases,  the  Illinois 
corporation  paid  lower  unit  prices  for  material  than  any  of  these  com- 
parlies.  ihe  amount  of  interest  seems  somewhat  excessive,  but  this  was 
made  necessary  by  the  size  of  the  railroad,  which  prevented  efficient 
operation  of  the  road  until  the  whole  was  completed  in  1856.  There- 
fore, it  is  safe  to  say  that  the  $26, 568, 017 . 61  given  above  is  a rea- 


sonable and  bona  fide  statement  of  the  actual  expenditures  and  is  a 
proper  charge  to  capital 

lb  is  not  possible  to  make  so  favorable  a statement  in  regard  to 
the  wisdom  with  which  part  cf  this  money  was  spent.  Throughout  the 
early  history  of  the  company  the  directors  held  rather  exaggerated 
views  of  the  traffic  possibilities  of  the  road.  They  also  adhered  to 
the  English  system  of  building  a railroad  in  a thoroughly  substantial 


^ *70 

2 

12?/ 


i A 


Ackerman,  Historical  Sketch  of  the  Illinois  .Central  Railroad,  ® 
Viz. ^Railway  Times,  Kov^27,  1858;  ibid.  June  19,  1858;  Report  of 
uhe  committee  of  mutch  and  English  stockholders,  1876. 
viz.  New  Orleans,  Jackson  & Great  Northern;  Mississippi  Central- 
Mississippi  & Tennessee;  Ohio  & Mississippi;  Michigan  Central. 

A.  i son  of  -prices  on  the  Illinois -Central  and  thesu-roaos  is- 

Eith  different  methods  of  accounting  used  in  the  fifties  it  is  irc- 

expenditure 
absolutely^ 
are  retaine 


~71j  possiole  to  ootain  an  absolutely  accurate  statement  of 
at  that  time.  However,  the  figures  may  be  regarded  as 
correct  for  the  first  two  places.  The  smaller  amounts 
to  conform  to  the  figures  of  the  Company. 
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manner.  It  goes  without  question  that  the  heavy  initial  expenditures 

materially  reduced  operating  expenses,  but  it  is  also  true  that  a much 

WISDOM  0?  lighter  construction  would  have  answered  the  needs  of  that 
CAPITAL 

LaPENSES  period  just  as  well^and  the  company  would  ha/ve  been  saved 
interest  charges  on  expenditures,  which  were  useless  for  many  years. 

For  instance  wooden  trestles  would  have  answered  a,s  we  1 1 as  stone  cul- 
verts; frame  stations  might  have  been  used  instead  of  brick;  and  sim- 
ilar inexpensive,  but  serviceable,  equipement  could  have  been  used  to 
advantage  in  many  places . 

The  period  from  1850  to  1857  was  a time  of  cors  truction*  the  years 
from  1857  to  1870  were  years  of  enormous  traffic  development  which  ne- 
cessitated large  additions  to  capital.  0‘rcss  earnings  rose  from 
$2p300, 000  in  1857  to  08, 700, 000  in  1870,  or  an  increase  of  266',  whi 1 e 
the  number  of  tons  of  freight  moved  one  mile  increased  from  fifty  mil— 

INCREASED  TRAP-  lion  to  two  hundred  and  sixty  five  million  or  43 cr' 

PIC  1857-1870 

NEl.j£S  ITATED  At  any  period  of  railroad  history,  such  an  enormous 
INCREASED  CATJlV 

TALHeXPERDITTJRE  development  would  have  demanded  heavy  capital  expendi- 
tures, out  with  the  poor  operating  methods  then  in  vogue  the  amount  of 
equipment  haa  to  increase  in  almost  direct  proportion  to  the  growth  of 
tonnage.  ihe  greater  number  and  weight  of  trains  also  necessitated 
many  improvements  of  the  property.  In  the  thirteen  years  ending  Decem- 
ber 51st,  1870,  the  charges  to  capital  amounted  to  $7,084,421.10, 
bringing  the  total  cost  in  1870  to  $33,653,339.71,  or  $47,710  per  mile. 
This  amount  was  distributed  as  follows: — 

$4,317,169.05 


Construction 

Equipment 

TOTAL 


2,767.252.05 
7,  084,421. 10& 


TlV  Annual  Reports  of  the  Illinois  Central  Railroad,  1857- b©  1870;  the 
last  thi ee  years  include  earnings  of  200  to  402  miles  in  Iowa, 
to  between  a million  and  a million  ana  a.  half  a year. 

i * 


'Z'*  Ibid.  -Of— ■ -N 
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In  aric  ioion  to  the  money  expended  on  the  Illinois  Central  proper^ a few 
thousand  dollars  was  applied  to  capital  account  on  the  Iowa  leased 
lines,  but  this  is  not  included  in  the  total. 

statements  have  been  made  that  in  the  Civil  War  period  and  uhe 


a somewhat  thorough  explanation.  Prior  to  about  1872  or  1873  mainten- 


compared  with  present  expenses  on  the  system,  and  it  is  improbable 


t Annual  Report?  Illinois  Central  Railroad,  1857*  tre  1870.  The  ex- 
penditures for  Permanent  Improvements  were  distributed  as  follovs: 


claimed  that  up  to  that  time  many  items,  properly  chargeable  to 
operation,  were  included  in  capital  accounts. 

For  instance,  in  1867,  the  year  the  Iowa  lines  were  taken  over, 
bun  before  the  lease  had  affected  conoitions  in  Illinois  the  ex- 
penditures for  maintenance  were: — 

fridges  $125;  buildings  $135;  labor  $1,672;  total  ‘Maintenance  of 
Way,  $2,080  per  mile;  Repairs  locomotives  $3,060  per  locomotive; 
repairs  passenger  cars  $1,378  per  passenger  car;  repairs  freight 
cars  $87  per  car;  total  maintenance  of  way  Equipment  $1,870  per 
mile.  Anuual  Report,  Illinois  Central  Railroad,  1867. 


Illinois  Central  was 


entral  was increased  at  the  expnse  of  operating 

There  is  just  enough  truth  in  the  statement  to  make  necessar:/ 


ancejg  expenditures  werej^-en-a.  verah  lavish  scale,  being.,  liberal  even  when 


Bridging 
Ballasting- 
Sidings 
Lake  Shore 
Protection 
Real  nstate 
Rails 
Ties 
Fencing 
Telegraph 
Engineering 
Gen'Jt  Expense 
Buildings 
Mas onry 
Roadway 
Mi  s c e 1 1 ane  o us 


74,815.79 

36,674.16 

40,953.92 

420,360.65 

951,108.45 

119,172.83 

261,237.54 


496,016.59 

401,865.55 

495,624.06 


292,416.23 
163, 115.91 
49,223.60 


$4,317, 169.05 


Locomotives 
Freight  Cars 
Coal  Cars 
Passenger  pars 


1,389,385.64 
10, 985.22 
140, 151.49 


1,071,944.08 


Shop  Machinery , etc. 
TOTAL 


141.963.31  2.767.252.05 

$7,084,421.10 


"S76  In  the  report  of  the  English  and  Dutch  Committee  of  1876  it  was 
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that  with  such  liberal  appropriations  the  property  would  run  down.  The 
company  also  had  a very  gooa  system  of  accounting  and  the  accounts  were 
as  accurately  distributed  as  on  any  railroad  of  the  time.  The  follow- 

^OVfKlhTT  inS  statenient  cf  the  B°ard  of  Directors  approved  by 

^OPER^AKOE  t’hem  °n  Pebruary  6th’  1874, shows  the  attitude  cf  the 

TO  LA.  -1A  . company  towards  this  matter:--"it  should  be  noted  that 

upon  the  plan  of  making  up  the  construction  account  followed  by  most 
railways,  our  charge  to  construction  expenditures,  would  be  consider- 
ably increased,  owing  to  the  fact  that,  during  the  last  ten  years,  ex- 
tensive improvements  and  additions  have  been  made  to  your  property, 
which  might  have  been  charged  to  capital  account,  but  have  been  inclu- 
ded m working  expenses.^  Moreover,  with  the  exception  of  the  years 
1865  and  1866,  the  net  receipts  from  operation  greatly  exceeded  the 
fixed  charges  and  dividends,  and  consequently,  there  was  no  motive  to 
increase  the  capital  account  at  the  expense  of  operating  charges?* 

Thus,  it  seems  entirely  reasonable  to  accept  the  company’s  statement  of 
permanent  Improvements  for  this  period,  /ife^-tf-there-  gr.„.,.nn 
critic-i*e -the  wisdom. -of  most  of  the  expenditures./  As  the  greater  pro- 
portion of  the  permanent  improvements  were  paid  for  out  of  surplus  re- 
ceipts—in  other  words ^ at  the  expense  of  possible  dividends  — it  may 
be  taken  -or  granted  that  reasonable  economy  was  exercised.  However, 

aa  paSaofled  at  8reater  lengt,h  °n  paee  18  ’ the  Illinois  Central  diver- 
ted/the receipts  of  the  hand  Department  from  the  purposes  outlined  in 

the  mortgage  of  September  12th,  1851,  and  had  this  not  been  done  there 
would  have  been  a deficit  in  some  of  the  years. and  In  nene-ef  them  did 
the  net  earnings  and  ••proper"  receipts  from  the  Land  Department  equal 
the  interest  and  dividend  payments.  As  a result  the  company  virtually 

Dt  ?UOte?  Zn  Annual  Report,  Illinois  Central  Railroad  ’S7/ 
nnual  Report,  Illinois  Central  Railroad,  1857.,  be  187c.” 
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paid,  dividends  out  of  capital.  While  this  policy  disregarded  the 
spirit  of  the  mortgage  of  1851  ana  vas  not  as  conservative  as  might 
have  been  desired ?it  is  unreasonable  to  accuse  the  company  of  a serious 
error  in  accounting. 

In  the  period  before  1857,  practically  all  the  expenditures  for 
permanent  improvements  or  construction,  came  from  the  sale  of  bcKi  s; 
after  1857  net  receipts  from  operation  and  sale  of  lands,  ana  assess- 
ments on  stock,  paid  the  major  portion  of  such  charges.  Prom  1861  to 
1870,  net  receipts  from  sales  of  free  and  interest  land  and  from  opera,- 

PERMANENT  tion  exceeded  dividends  and  fixed  charges  by  32,381,203, 

IttPKDTOBENTS 

1S&7  TO  1870  however,  the  fixed  charges  and  interest  dividends  from 
PA  IB  HY\  THE 

SHAREHOLDERS  1857  to  1860  exceeded  the  net  earnings  by  $1,809,613.13, 
leaving  a net  surplus  for  the  thirteen  years  of  only  $285,794.95.  The 
deficit  of  interest  ana  dividend  payments  over  net  receipts  from  opera- 
tion  alone  amounted  to  several  million  dollars.  ^ 

In  President  Schuyler’s  financial  plan  of  1851,  the  funded  debt, 
then  represented  by  the  $17,000,000  construction  boms  of  1875,  vas  a 
temporary  expedient.  Under  the  terms  of  tie  mortgage  two  million  acres 
of  land  were  set  apart  as  security  for  the  loan  and  the  instrument  was 
so  worded  that  on  the  completion  of  each  sale,  bonds,  equal  in  value  to 


"3-  Annual  Report^ . Illinois  Central  Railroad,  1857  ~t>c  1870. 

^ Prom  1857  to  1870  there  was  received  in  cash  from  tie  shareholders 
$12,880,265,  to  which  should  be  added  the  net  surplus  of  $285, 
794.95,  making  a total  of  $13,166,059.95.  During  this  period  var- 
ious expenditures  not  chargeable  to  operation  were  as  folio  s:- 


Permanent  Improvements 
Redemption  Free  land  Ponds, 
Optional  Right  Scrip,  current 
liabilities,  etc.  (approximately) 
TOTAL 

Received  from  stockholders  and 
net  surplus  from  operation 
DIFFERENCE 


$7,084,421.10 

6,500,000.00 
13, 584,421.10 


15, 176,059.95 
418,361.15 


This  difference  v ouid  be  accounted  for  by  the  surplus 
and  miscellaneous  investments  during  the  period. 


in  1870, 
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the  land  disposed  of,  would,  be  cancelled.  Thus,  through  the  operations 
of  the  hand  Department,  the  entire  loan  was  to  he  paid  off  not  later 
than  1875.  Various  difficulties  delayed  the  sale  of  the  construction 
lands.  Except  in  a few  favored  regions,  transportation  facilities  were 
still  poor  and  several  million  acres  of  government  land,  selling  as  low 
as  $2.50  an  acre,  were  also  on  the  market.  By  the  mortgage  $8  was  the 
OB  -SALE  lowest/price  for  any  of  these  lands  and  the  company 

OFWfoN^nrjCv  t 

TIQN  BOND  LAND  founo  it  necessary  to  wait  until  most  of  the  goverrunen 
domain  had  been  disposed  of  before  placing  its  own  lano  on  the  market. 
The  construction  of  the  railroad  in  1856  made  settlement  of  the  inter- 
ior counties  of  Illinois  much  easier  and  by  that  j/ear  practically  all 
of  the  government  lano  had  been  sola.  Tens  of  thousands  of  settlers 
were  seeking  farms  near  the  railroad^ and  the  company  was  thus  in  a po- 
sition to  demand  reasonably  high  prices  for  its  land.  However,  through 
legal  restraints  ana  the  good  judgment  of  the  directors,  the  company 
pursued  a very  liberal  policy.  Cash  payments  were  not  required.,  as  was 
the  case  with  the  federal  /Land  Office.  Instead, the  settler  could  pur- 
chase his  farm  on  credit,  by  giving  a note  for  the  amount,  the  prin- 
cipl^-  to  be  paia  in  five  equal  instalments,  with  interest  at  six  per 
cent,  the  company,  of  course,  retaining  title  until  all  payments  were 
completed . J 


In  1856  active  efforts  were  made  to  sell  the  land  and  nearly  five 
hundred  uhousana  acres  were  sold  for  upwards  of  four  ana  a half  million 
dollars.  The  sales  in  1857  wrere  almost  as  large.  Most  of  the  sales 
were  made  to  actual  settlers  in  small  holdings  of  one  hundred  to  a, 

Sj-  

f Lana  Office  Pamphlets,  Illinois  Central  Railroad,  1856  b©  1870. 

The  interest  per  annum  varied  from  two  to  six  per  cent,  but  most 
Qf.  tiid.  lano  was  solo,  on  the  basis  of  six  per  cent. 

'S.  Annual  Reports,  Illinois  Central  Railroad*  1856,  1857-4  Reports  of 
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hundred  and  twenty  five  acres,  although  at  first  a considerable  quanti- 
ty was  disposed  of  to  speculators.  In  the  panic  of  1857  the  company 
experienced  much  difficulty  with  this  class  of  purchasers ^and  from  1857 
on  it  refused  to  sell  except  to  bona  fide  settlers. 

Up  to  the  summer  of  1857,  sales  were  all  that  che  company  could 
have  desired ^and  everything  indicated  a continuation  of  the  purchases 
on  the  same  extensive  scale.  But  jusb  at  the  height  of  the  sales, 
there  occurred  the  panic  of  1857  and  the  Assignment,  which,  of  course, 
put  a sudden  stop  to  immigration  into  the  state  and  to  further  sales. 
Purchases  dropped  from  84,500,000  in  1856  to  less  than  8500,000  in  1858 


and  to  still  smaller  proportions  in  1859  x"-  Fore  important,  still,  many 
\ 

DIFFICULTIES  of  the  farmers  along  the  road  had  purchased  land  on 

C"  -A  /.  * fp 


of  repeated  droughts.  In  many  cases  settlers  were  unable  to  make  any 
payment  whatever.  Over  a million  dollars  was  due  in  both  1858  and  1859 
ana  the  purchasers  had  no  cash  to  meet  the  instalments.  To  foreclose 
the  mortgages  or  notes  meant  distress  to  tens  of  thousands  of  farmers 
and  a serious  impairment  of  revenue,  through  reduced  acreage,  to  say 


nothing  of  universal  illwill.  In  this  emergency  the  company  followed  a 
wise  and  concilatory  policy.  Farms  purchased  by  speculators  or  those 
too  shiftless  to  succeed,  were  foreclosed.  Where  crop  failures  and  the 
panic  prevented  payment  of  the  instalments  by  bona  fide  settlers,  pay- 
ment in  kina  was  allowed,  generally  corn.  Where  even  this  could  not  be 
done,  notes  were  extended  ana  in  other  ways  the  farmers  were  encouraged 
to  remain.  Most  of  the  settlers  along  the  railroad  took  advantage  of 

is  ^ Annual  Reporta , Illinois  Central  Railroad,  1858,  1859;*~i?ercrts  of 
tEe  land  


credit  and- the  panic  left  them  unable  to  market  their 
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this  generosity  and  a large  proportion  of  the  payments  due  in  1858  and 
1859  were  extended.  Altogether,  over  two  million  bushels  of  corn  were 
received  in  payment  cl  land  notes  and  the  officers  of  the  company  found, 
themselves  engaged  in  the  grain  business  on  an  extensive  scale.  riles 
of  cribs  were  erected  along  the  tracks  and  corn  was  held  there  for 
several  months.  In  the  end  the  company  lost  quite  a large  amount  by 
handling  this  grain,  though  it  was  much  more  than  compensated  by  the 
increased  good-will  ol  the  people  along  the  line  and  by  the  prosperity 
of  the  farmers.  Its  liberal  policy  secured  it  the  support  of  the  en- 
tire rural  population  of  Illinois ?and  for  a decade  the  Illinois  Central 
Railroad  was  the  most  popular  corporation  in  the  state.  It  must  be 


admitted,  however,  that  the  English  shareholders  viewed  this  generous 
policy  ith  many  misgivings  and  severely  criticized  the  management  for 
its  liberality/' 

Following  the  droughts,  crop  failures  ^nd  panics  of  185.7,  1858.  and 
1859,  came  one  good  times  ol  1860^and  the  sales  of  land  again  reached 
the  proportions  of  1856.  The  respite  was  only  temper  ary  and  in  the 
spring  of  1861  the  great  struggle  between  the  North  and  South  c om- 
menced . The  Illinois  farmer  was  cut  off  from  his  southern  market; 

thousands  of  men  entered  the  federal  armies;  and  lack  of 


EFFECT  OF 
THE  CIVIL 

v.aK  ON  THE  a market  and  scarcity  of  labor  made  the  year  1861  notable 

land  DE-  Kg.  A , 

.p  . . . dvlA.  tx:  J 

for  its  seventy  upon  the  farmers. ^ T;,ut  the  war  wag  ec 


PAR?  CENT 


blessing  ins  oeao  of  pa  curse  to  the  Illinois  Central  -Railroad  ana  to  the 
Illinois  farmer.' — •'Ife.st  quantities  of  corn,  wheat,  oats  and  meat 


neebr©oJ$^ohe  army;  the  eastern  and  New  England  states  increased  their 


IX  ' 'Y 

^ Report  of  the  Com:  it  tee  of  English . sSSfifieholders^t-Fisher  Report), 
KaiiwEy  Times,  Nov.  27,  1858;  annual  reports,  Illinois  Central’ 
Railroad,  IE 5 6-- pc  1861.-  This  loss  was” borne  bv  the  Land  Department. 

^ Ibid . 

^ . ogart,  Economic  History  of  the  United  States,  chapter  xx.  Cf. 

\chap.t>er  iv,  where  these  points  are  taken  up  at  much  greater  length 


: 3 X rif>  80  0 3v1  • 

'b'V.Ocr  grid 

"to 

• ' • j . 0 

••• :.  3 . JS 

/J iaoisns^ 

yiiio 

• ■ -o  *' ‘oii  i 

j3  1 L: 

ov;d 

l;v  0 « 1 • ••  • 

o OdI\ 

IOC  VO  910  • 

£ 

o'"  VP-'Cr::iOC>  9; '.J  ?'f 

.•  ’ .0  ± 'T‘j  j 

Slid 

bnjs  39d  on 

d rib  in  ■ 

• •'  m • >9v  i 

0001 

x a ' 


o ,vi  ot  j;-iii9  aovlQrjnifc 


■ ■ .1  "yrrf  .f  : . 

v.  :ioT?o*r : . . vc 

-'is  : - rid-  "ro  -t  l 


< ’ . 

'•<  ■«  •-  t v 'Job  id  o 

• rid1 

ifij  Cj ■ 

• o Ti  ■ r.loo  . 

iid 

> . i X.  9 

oo  r.Bflj 

e io in  r' nu-.i  bh 

dx 

' 

c ii'  ;"o£. ; f I ] 

rose; 

eiid 

i_il  I ii 

; 10  0 93  vox loo 

[ If 

i , i>  • • i ; ciid  sniflmm 


das 

■ • ii 

0 0.009b  B / 

>1 

.0  3 ioo  i:  i 

11  '• 

• • v 

B Slid  r,i  i 

BlO'IIOl'  'i.: 

AjCfO 

'JOli 

0.19  • OLTid 

'v.  'ioii( 

TvSli 

lisil'v  'iJi 

: d.. 

exi  j 

■ X 

i , .09.''  ; j 


n o ,»  rfJi  noil on 

i* 

. i LeiocTil  sJ  i 


v '(  m--.  3b'  ■ C t (fTIO  , '.,0'b)  Orfd  . rdOli.V' 

> 9X10/3  91  ;iib\  oivf-'l  *X9  V-'iB2  Olid  BIB, O&dl  'TO  SSillld  DOO  '«  Slid'  O.rifiO-  t 3381 • 

3 . &d  r o' 39'  orlT  .a  131  'to  . ■>  ■ dio^i'i;  end 

••99  dsor  of.  ■;  b ' j erlo  138  f J.o 


• ;i  '.to  aovvedOfCd 


jHJ  Ji  oj  - :i  13 


' T 1 - 
TIVIO  £ T 

'i  L,  ■ 

-da  QUA T 

i in  a 


1 \TOd  3ft X 230  :.c 


'r  cdjso  tJjBsrl’v  ,tito  o ro  39  id  xdfiBo  dr.:  ••  . attJnxIi’C 


LB  93"  \V.  (M 


rV  'to 

r 9d<i  i 

10  3 

. - ^ r*r  i^O  f> 

o rid  to  d'loqsH 

tr: 

• Oi  I 

• Cj  ...: 

axrt‘3 

rasi 

itj  ui 

. i 3 C , l';  ■ 5 oil  xb5i  . .j 

a x 

r do 

vioo  elx 

:>  O O ed11:;  J \ T --8 

100 


manufacturing  ind us.tr ies  enormously  and  the  West  was  called  upon  to 
supply  a part  of  the  raw  materials  for  these  new  industries  anci  food 


up  claims  or  purchased  farms  in  the  western  States  and  a considerable 
proportion  of  this  immigration  remained  in  Illinois.  The  demand  for 
railroad  lands  grew  with  the  immigration  and  in  I860  the  sales  of  the 
Land  Depaitment  surpassed  all  previous  records,  and,  that  too,  at  in- 


creased prices.'  By  1864  the  farmers  were  again  in  a position  to  pay 
their  notes  ^and  in  that  year  the  cash  receipts  of  the  La,rd  Department 


reached  the  high  water  mark  of  $1,440,000. 

The  remainder  of  the  decade  continued  to  be  a period  of  unabated 
prosperity  in  which  the  agricultural  interests  of  Illinois  were  espe  e 
cially  favored,  and  the  demand  for  farms  remained  good.  By  1870  prac- 
tically all  the  land  north  of  1/andalia,  and  much  south  of  than  town, 

IS  had  been  disposed  of  at  good  prices,  while  instalments  on 


Thus,  by  December  Sls-trp  1870,  $13,641,616.40  had  been  received  from  con- 
struction land  and.  $8,800,000  more  from  free  and  interest  lands,  while 
upwards  of  four  millions  was  still  due  the  company  on  notes,  making  a i 
grand  total  of  considerably  over  026,000,000  received  from  the  land 


From  1870  to  1875  the  sales  of  new  land  were  very  small.  Less 


five  tines  as  much  in  the  previous  half  decade.  However,  it  was  a 


'A  ^ Bogart,  Economic  History  of  the  United  States,  chapter  xxv . 0 

Chapter  iv. infra. 

’8°?  Annual  Reports,  Illinois  Central  Railroad,  1860-Iso  1863. 

Ibid.,  1865. 

^4*  Ibid.,  1870. 

•5- 15-  Ibid.,  1870,  report  of  the  Land  Department. 
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for  the  men  supported  by  them.  Several  hundred  thousand  settlers  took 


j*& 


previous  purchases  had  been  paid  promptly  and  in  full. 
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period  in  which  practically  all  the  outstanding  notes  were  paid  off, 
with  the  result  that  cash r eceipts  were  large.  Prom  1871  to  1874 


*2,504,649.87  was  received  in  cash  for  sales  of  new  land  and  nearly 


all  of  the  unpaid  notes  of  1870  were  liuuioatJ'S  At  the  close  of  1874 


SSioM  thS  ”‘°rt'eage  September  loth,  1851,  was  cancelled  and 
187(0  tio  1875  the  land  grant  was  freed  from  all  restrictions.  The 


following  table  shows  the  total  receipts  from  the  /and  Office  from  1851 

t»o  1874,  inclusive:  — 


Construction  Bond  Fund. 
Interest  Fund 
Free  Band  Fund 


$15, 946,272.27 
6,051,856.85 
5,508.488.51 


Expenses  Band  Office  to  1873 
Paid  Traffic  Department 
Bills  receivable,  etc.  ('1874) 
'.TOTAL 


$25, 506, 627.63 


1,383,644.04 
297,589.59 
75.56P. PO 


d Bet  receipts  Land  Office,  1875  to  1907 
' ..GRAND  TOTAL  ' 


1,754.603.53 

027,261,231.16 


- 2,219.061.66  ^ 9. 
$29,480,292.82  X * 


In  1874  approximately  two  million  two  hundred  thousand  acres  had  been^ 
sold,  which  made  an  average  receipt  peracre  of  a little  over  twelve 
dollars,  including  expenses,  or  eleven  dollars  net  receipts.  This 


^ Annual^  iieport,  Illinois  Central  Railroad  1874  vpnnrf  nr  +>, 

.Band  Drepar bment . • ’ S Report  of  the 

feiTisl;  C1  thS  ^-^nt,  li:i^iSial 

^^lroSdair?f  I'he^re-0 

count  that  prophecy  SoS^ve^e^Siruied?  ^ ^ Cap±tal  ac“ 
Bos t of  Railroad  to  Dec.  31st,  1857  026  ^68  017  61 

biffe?eroeand  Department  tc  1874-net  ggpoeBs?:^ 

ferenceUe  ^“d  lands  in  1874  was  much  larger' thin’ this  dif- 
folloved  am  defiNf11,  01  the  mcrt«age  of  1851  had  been  rigidly 
Of  surplus  receipts  from™!^  SroBLfrLefpL^f  the  — 

of* constmuctio„htoei857riCT  t0  haVe  ^^Paid  bach  thTcost' 
^ TS  directly*  intcBthe  ?£.£?$?  ST^any 
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grant  of  two  and  a half  million  acres  of  land  has  been  a source  of 
great  profit  to  the  company.  At  the  same  time  iu  has  been  managed 
well,  and  sold  to  the  best  advantage  of  the  community  as  a whole,  as 
well  as  of  the  company. 

Of  the  total  receipts  of  the  /and  (/ffice,  $11,779,407.02  to  1907, 

/ 

or  $9, 560, 355 . 36  to  1874,  was  used  for  the  payment  of  interest  and  di- 
vidends; the  cancelation  of  floating  indebtedness,  free  lano  bonds  and 
‘ optional  right  notes;  for  permanent  improvements  defrayed  from  income; 
to  tS*  purchase  securities  of  other  companies,  especially  the  lines 
south  of  Cairo;  in  a word  to  the  same  purposes  as  the  ordinary  receipts 
from  operation. The  remainder,  amounting  to  $15,  946,  272 . 27,  . ’was  ap- 

RECEIPTS.  FROM  plied  towards  cancelling,  in  part,  the  construction 
I AMD  GRANT  USED 

FOR  GENERAL'  bonds  of  1875,  in  accordance  with  the  mortgage  of 

PURPOSES  AND  TO  ^ 

CANCEL  RONDS  1851.  /l^rom  the  report  of  the  ^and  department  for 

1872,  the  last  full  report,;  but  covering  receipts  of  only  a few  hundred 
.thousand  dollars  less  than  tne  receipts  to  16744 v $15, 103, 178. 59,  re- 
ceived  to  that  date,  derneelled > construction  bonds  to  the  value  of 
$13,609,500,  allov.ring  a premium  of  eleven  per  cent,  or  $1,493,678.59. 

In  1873  and  1874  $657,856.47  was  received,  and  the  proportion  of  prem- 
ium  to  par  value  was  presumably  about  the  sarnie.' 

Since  she  miortgage  covered  $17,000,000  and  only  $14,200,000  was 
received  from  the  sale  of  land  there  was  a balance  of  ap-rorimately 
$2,900,000,  which  came  from  other  sources,  mainly  the  Sterling  and  Cur- 
rency Redemption  loans.  These  bonds  had  three  uses  (1)  to  provide 

STERLING  construction  bends  for  the  Land  Department:  (2)  to  T>ay 

AND ' CUR- 
RENCY LOANS  for  permanent  improvements  chargeable  to  capital;  (3)  to 

substitute  new  bonds  for  the  construction  bonds ^ and  to  allow  the  sales 

of  construction  land  to  be  used  for  interest  and  dividends. 

Annual  Renort, .Illinois  Central  Railroad,  1855-tc  1 906. 

2 ifc  Ibid.,  18^6  -to  1875;  Report  ofy  English  Dutch  Ouniiiii  titoe  of  1877. 
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"Hy  the  terms  of  the  construction  bond  mortgage,  bonos  had  to  be 
cancelled  on  the  completion  of  every  sale  of  land.  Prior  to  1861  the 
cash  receipts  from  construction  land  were  less  than  two  and  a half  mil- 
lion aol;ars  and  sufficient  bonds  could  be  obtained  in  the  open  market 
on  reasonable  terms.  So  long  as  this  condition c ontinued.  the  terms  of 
the  mortgage  inflicted  no  hardship  upon  purchasers  cf  land.  The  pros- 
perity resulting  from  the  Oivil  War  allowed  settlers  along  the  railroad 

COT^UOTION  t0  ^ f°r  their  fariTls>  ano>  in  both  1862  and  1863, 

RiliCY  Rf Dl^P-  tliere  were  lar^e  demands  for  the  bonds,  which  naturally 

TlOff  BONDS  advanced  the  price  of  these  securities.  Many  holders 

saw  a chance  to  make  a profit  by  retaining  the  bonds  and  forcing  the 

company  to  recall  them  at  the  twenty  per  cent  advance  specified  in  the 

mortgage,  which  ag.ain  tended  to  advance  the  price.  The  born  s were  gilt 
with  interest  payable  in  gold 

edge  securities/and  with  the  general  advance  in  prices  during  the  perio 
they  increased  in  value  from  this  cause  also.  To  compel  the  settlers 


or  the  hand  Department  to  purchase  the  bonds  at  an  advance  of  fifteen 
to  twenty  per  cent  was  an  injustice  and.  to  remove  the  difficulty  the 
directors,  in  1863,  issued  $2,500,000  six  per  cent  1st  lien  currency 
redemption  bonds  of  1870,  with  the  object  of  purchasing  construction 
bonds.  These  new  bonds  could  be  exchanged  for  the  old  on  the  basis  of 
1100  currency  bonds  for  an  equal  amount  of  six  per  cent  construction 
bonds,  or  $115  of  the  new  for  $100  seven  per  cent  construction  bonds’^ 
Tms  absorption  of  construction  bonds  in  1863  and  1864  temporarily 
satisfied  the  needs  of  the  hand  Department,  but,  by  1867,  some 
u6, 441, 145.37  had  been  received  from  purchasers  of  land  and  conditions 


Annual  Report,  Illinois  Oentral  Railroad, 
cu?rency~15onds  were  a first  class  security 
cn  the  open  market  brought  11000  per  bond. 

the  issue  was  exchanged  fcr  the  construct! 
terms . 


1863.  The  six  per  cent 
and  the  few  bonds  sold 
However,  nearly  all  of 
on  bonds  on  the  agreed 
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were  as  baa  as  in  186b.  The  same  remedy  was  applied . In  1867.  ster- 
ling six  per  cent  redemption  bonds  of  1875  to  the  amount  of  £,500, 000,  or 
$2,500,000,  were  issued  and  exchanged  for  construction  bends  on  about 

CO^^&CTION  the  San‘e  terms  as  the  currency  redemption  bonds  f4"  Both 

issues  were  easily  disposed  of,  and,  by  1870,  the 
DEJ5PTI0N  BONDS  entire  loan  of  $5,000,000  had  been  sclc;  for  cash  at 

par  cr  above,  or  exchanged  for  construction  bonds  on  the  terms  SpeCi- 

^^S, 

ned  above.  Of  the  combined  total  approximately  $4,000,000  was  used 
to  purchase  construction  bonds ^ and,  of  this  amount,  perhaps  $750,000 
was  used  instrict  accordance  with  the  terms  of  the  mortgage  of  1851.^ 
When  the  two  loans  were  placed  it  was  understood  that  a a part  of 
one  proceeds  should  be  used  to  defray  the  cost  of  new  equipment  and 
improvement  of  the  property.  No  figures  are  given  by  the  company  as  to 
just  how  much  was  spent  for  this  purpose,  but,  as  shown  on  page  186  the 
approximate  amount  expended  in  this  way  was  a million  and  a half.4  Of 
this  perhaps  a half  was  received  from  the  sale  of  bonds  for  cash  and 
the  remainder  by  exchanging  redemption  bonds  for  construction  bonds  and 

transferring  the  proceeds  from  the  Land  Department  to  permanent  improve 
ments . 

however,  the  greater  portion  of  the  receipts  from  these  two  issues 
were  used  in  a way  entirely  contrary  to  the  spirit  of  the  construction 
oona  mortgage . When  that  instrument  was  made  in  1851, it  was  understood 

cS^,|~^0H^'C0N-  that  thG  t’W0  million  acres  set  apart  would  be  suf- 
Tb  GENER^iUBWS  Ilclent  t0  cancel  the  entire  loan  and  that  all  the 

OP  **  Co£p3?  proceeds  from  the  land  would  be  used  to  retire  the 

construction  bones.  If  the  construction  bonds  were  purchased  through 
the  issue  of  other  bonds  it  would  not  be  necessary  to  apply  the  re- 



raniiaX  * Illinois  Central  Railroad,  1867. 

1863-*©  1870. 
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ceipts  from  the  sales  of  lano  to  that  purpose  and  the  money  so  received 
could  be  turned  into  the  general  treasury  to  be  used  for  interest  and 
dividend  payments.  About  $5,500,000  of  the  Redemption  bonds  were  used 
to  purchase  construction  bonds  and  in?  tead  of  an  equal  amount,  oi  re- 
ceipts from,  the  /and  department  being  credited  to  the  Permanent  Im- 
provement account,  as  an  offset  to  the  new  bonds , the  money  was  turned 
into  the  Free  and  Interest  Land  account  and  maae  available  for  interest 
and  dividend  payments.  In  this  way  the  net  earnings  from  operation 
were  greatly  increased  ana  the  company  was  able  to  pay  ten  per  cent 
dividends.  Had  the  $3,500,000  been  applied  in  strict  accordance  with 
the  mortgage  there  would  have  been  a deficit  in  net  earnings  for  the 
period  from  1857  to  1870  of  approximately  $3,850,000,  instead  of  a 
surplus  of  $250,000.  Under  the  changed  conditions  the  company  could 
not  consistently  have  paid  the  dividends  it  did.  In  other  words,  fol- 
lowing a strict  construction  of  tie  mortgage  of  1851,  the  company  from 
1863  to  1870  was  paying  part  of  its  dividends  out  of  capital.  Except 
for  a very  few  years  the  net  earnings  from  operation  alone  were  never 
sufficient  to  provide  for  both  interest  and  dividends.  Moreover,  for 
the  thirueen  years,  the  net  earnings  from  operation  and  the  receipts 
from  the  free  and  interest  lands  as  originally  created,  -were  less,  by 
some  two  and  a quarter  million  dollars,  than  the  disbursements  for 
interest  and  dividends,  to  say  nothing  of  expenditures  for  permanent 
imp?  overrents . 


.Annual  Report*,  Illinois  Central^Railroad,)  »9eport.  of  Land  Depart- 

PPViT.  TR79  ' '1  RVX  1 "SH  aVior,  Pa  -i  1 vraw  woe 


1872,  1873,  1874; vReport  Fisher  u lctce,  Railway  Times, 
NoH^j(h7,  1858;  Report  of  the  hommittee  of  English  and  Dutch 
holders . 1877.  GfL — page  106-; — ' -and-  -165.  s 
neither  the  company  itself  nor  the  various  investigating  committee 
make  any  definite  statement,  as  to  where  the  receipts  from  the  six 
per  cent  redemption  bona  issues  went  ana  for  that  reason  uhe 
figures  given  above  are  only  approximate. 
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However,  the  course  pursued  was  not  without  justification.  Strict 
adherence  to  the  mortgage  would  have  necessitated  a reduction  o divi- 
dends by  about  two  per  cent  a year.  After  the  railroad  was  built  there 

cTQhTIFICATION  were  no  legal  restrictions  upon  the  company's  use  of 
05\  THi; 


EDBf 

TION  BOND | ISSUE  the  land  grant,  except  those  provided  in  the  mortgage 
of  September  13th.  The  other  restraints  were  those  of  the  company's 
own  making  and  so  long  as  the  security  of  the  bondholders  was  not  im- 
paired it  had  a perfect  right  to  abolish  such  self  imposed  obligations. 
Moreover,  under  the  circumstances,  it  would  have  been  foolish  for  the 
management  to  have  pursued  an  ultra-conservative  policy^  detrimental  to 
the  immediate  interests  of  the  shareholders,  when  a more  liberal  con- 
struction of  the  mortgage  and  the^Jfcesident's  plan  of  1851  was  very 
profitable  to  the  owners  of  the  road,, and  seat  did  not  impair  the  value 
of  the  property. 

Aside  from  the  objections  noted  above,  the  construction  bond  ac- 
count was  well  managed  ancUon  the  whole,  was  of  real  benefit  to  the 

railroad.  At  the  same  time,  it  was  a^rather  expensive  loan.  For  the 

.06 

$17,000,000  of  bonds  issued  there  was  received  in  cash  only  $15,387,90<£ 

GOHSSTRUCTTON  while  $18,493,678.59  was  spent  to  retire  them,  allowing 
FOND  LOA^T  ;<=>/ 


EuIjPSNS-IVe  ■ 


a different* of  $3,105,776.53,  or  20.2^'.^  Practically 


all  the  loss  fell  upon  the  seven  per  cent  issues^ and  by  some  strange 

£ 4 

movement  of  chance  the  six  per  cents  netting  the  company  nearly  fifty 

| per  cent  more  per  bona  than  the  seven  per  cents,  although  the  latter 

were  equally  well  secured  ana  bore  one  per  cent  additional  interest. 

On  the  other  hand,  the  construction  bond  loan  of  the  Illinois  Central 

was  far  more  profitable  to  the  company  than  nere  the  results  of  similar 

loans  for  construction  purposes  of  such  companies  as  the  Ohio  ano.  Mi-s- 
and 

sissippi,  St.  Louis,  Alton  & Terre  Haute ^yoreat  Western  of  Illinois. 

Annual  Report*,  Illinois  Central  Railroad,  1855- bo  1875.  Cf.  Re- 
port/''of  English  and  Dutch  (Coimnitteej  Qg-  Stockholders.,  1877. 
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Closely  connected  with  the  operations  of  the  hand  department  and 
the  issue  of  the  two  redemption  loans  was  the  action  of  the  company  in 


regard  to  the  stock  account.  Prior  to  the  assignment  of  1857,  as  al- 
ready stated,  only  nominal  assessments  were  made  on  the  share  capital, 
most  of  the  funds  for  construction  coming  from  the  sale  of  bonos.  Then 
from  1858  to  1863  this  policy  was  reversed  and  heavy  calls  were  made 
upon  the  stockholders,  with  the  result  that  ± fror/1857  to  1870 
$12,880,265  was  received  in  cash  from  stock  assessments.  This,  of 
course,  was  a favorable  showing.  Beginning  as  early  as  1860  the  re- 
cepts  from  construction  lands  had  decreased  the  funded  debt  ana  during 
the  same  period  payments  on  the  capital  stock  allowed  an  increased  in- 
vestment in  the  property,  without  a,  corresponding  increase  in  liabil- 
ities. By  1865  these  two  parallel  movements  brought  the  cost  of  the 

STOCK  BXVI-  railroad  to  something  like  three  million  dollars  more 

DEfDS  OF 

1865  AND  1868  than  the  sum  of  all  liabilities;  ipfother  words  there 

/ oX. 

was  a surplus  of  that  amount.'*’  This  was  a condition  directly  opposed 
to  the  original  plan  of  the  promoters,  by  which  the  bonds  were  to  pay 
for  the  road  ana  the  stock  was  to  be  largely  water,  and  to  conform  to 
the  p>lan  of  1851  the  directors  from  1858  to  1863  issued  $1,772,270  of 
Cancelled  Bond  Scrip  Dividends,  referred  to  on  page  179. ^ Further  re- 
duction of  the  funded  debt  continued  to  take  place  and  in  1865  a stock 

^ dLLM<Ct.\s.J . 

dividend  of  ten  per  cent,  or  $2,119,930,  was  followed  in  1868  by 

another  of  eight  per  cent,  or  $1,881,100.  According  tc  the  common 
meaning  of  uhe  term  these  stock  distributions  constituted  stock  water- 
ing, because  in  no  case  did  the  shareholders  contribute  a penny  di- 
rectly to  the  company  in  return.  Nevertheless,  this  action  was  justi- 
fied from  the  standpoint  of  the  shareholders  and  the  company. 


i t?TL. 

1 , Annual  Reports,  Illinois  Central  Railroad,  1863. 
2'y,  f bib  . , 1855 -IS©  1863 

Ibid.,  1865-  anp  1868. 
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The  reasons  advanced  for  these  stock  dividends  were  as  follows:-- 

(1)  This  $5,764,600  was  represented  by  an  actual  cash  investment  in  the 
property,  though  received  through  operations  of  t le  hand  Department. 

(2)  Prom  1856  to  1867,  the  shareholders  had  made  up  annual  deficits  in 

operation,  not  chargeable  to  capital,  to  the  extent  of  $1,506,285.55, 

and  the  stock  was  considered  a repayment  of  these  advances.  (3)  Some  of 

the  shareholders  for  as  long  as  twelve  years  and  others  for  shorter 

TIE.  STOCK  periods,  had  invested  money  in  the  stock,  of  the  company, 

DXV hpEwDS 

JUSTIFIED  for  which  they  had  received  practically  no  remuneration  and 
naturally,  they  aesired  some  compensation  for  this  lost  interest. 

While  the  last  two  items  were  important,  they  were  more  than  compensa- 
ted for  by  later  indirect  rewards.  In  1864  the  stock  was  pla,ced  on  a 
ten  per  cent  basis  and  dividends  continued  at  that  rate  for  ten  years. 
Furthermore,  the  stock  dividends  were  enormously  valuable.  In  1863, 
1865^  and  1868,  the  lowest/  prices  reach  in  August,  the  months  in  which 
the  stock  was  received,  were  $100,  $123,  $143  respectively?^  For  the 
shareholder  of  1862,  this  represented  a bonus  of  29.6  ' of  stock,  worth 

g 

$36.30  per  share  at  current  market  quotations.  For  all  the  stockholder 

the  value  of  the  stock  dividends  amounted  to  $7,069,756.90,  as  against 

« 

an  alleged  loss  of  interest  of  $1,506,285.55.  Further  dividends  and 
stock  rights  on  this  additional  stock  may  be  ignored  as  they  would'  have 
accrued  anyway ^and  the  same  dividend,  would,  have  been  distributed  over  a 
smaller  number  of  shares.  There  was  nothing  wrong  in  the  stock  distri- 
butions, the  amounts  were  comparatively  small,  and  a cash  equivalent 
had  been  received  in  each  case  in  an  indirect  way,  but,  nevertheless, 
these  three  dividends  must  be  regarded  as  contrary  to  the  conservative 
policy^pursued  by  the  Illinois  Central. 

<tt§~  . — T7;Aer 

Annual  Report,  Illinois  Central  Railroad,  1855-fe©  1867: vReport> sf 
thftr-Fi  s he-r-OoffiTMrtij&er  of  ±85#,  Railway  Times,  Uov.  7,  1858;  Report 
c/f)£  ^ie  Committee  of  Znglish  and  mutch  Stockholders , 1877/ 

^ Compare  quotations  on  Illinois  Central  securities,  1860  ff, 

cfeart. 
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In  addition  to  the  three  stock  dividends  the  shareholders  received 
cash  dividends  &££/  I860  -e*.  Up  to  that  year  four  per  cent  in- 
terest  was  given  on  full  paid  stock;  mi  , in  the  second  ha]  1 of  -the 


good 


a 


semi-annual  dividend  of  four  per  cent  was  declared;  and  in  the 


following  year  an  annual  dividend  of  ten  per  cent  was  made,  payable  on 

all  stock  outstanding,  including  the  scrip  distributed  prior  to  that 

1 otf 

CASH  £)IV I-  time . This  was  continued  until  1874.  In  1864  and  1865 
DEjfe^  DU  /a*v 

STOCK  this  ten  per  cent  dividend,  was  equivalent  to  10. 8r'i ^ from 

1866  to  1868  to  120/'  ^and  from  1869  to  1870  to  13*,  on  the  actual  cash 
invested  by  the  shareholders.  During  this  period,  the  Illinois  Cen- 
tral stock  was  distinctly  a good  investment,  as  evidenced  in  a striking 
manner  bv  the  stock  Quotations.  In  July,  1868,  the  high  mark  of  160 

'°r 

was  reached,  but  this  included  dividend  rights  Thus,  from  1863  to 

1870,  the  shareholder  received  on  an  investment  of  3100,  a return  of 

u 7 

$106.30  (including  cash  and  stock  dividends  and  rights),  or  15.18  a 
year.  Moreover,  at  the  end  of  this  period  his  stock  \ as  worth  forty 

dollars  a share  more  than  in  1860.  This  certainly  was  a handsome  re- 

■rt\ 

turn  on  such  a safe  investment. 

Nor  was  there  any  question  about  the  justification  of  these  divi- 
dends from  the  standpoint  of  earnings,  other  than  the  matter  of  the 
wrong  distribution  of  la.no  office  receipts  referred  to  above.  .I\pm- 

I CASH  mencing  with  the  Civil  War,  earnings,  both  gross  and\net, 
DIV  ADErnDS  \ 

JUSTIFIED  increased  at  a phenomenal  rate.  Not  until  1871  was  tf^e 
company  really  able  to  handle  the  enormous  business  forced  upon  it,  and. 

y \ i - t f -2 ' A : >?  \ 

although  y the  larger  traffic  necessitated  increased  expenses,  the  net 


's' 


wt  7 Annual  Report,  Illinois  Central  Railroad,  1863. 
Ibid.,  18 64 -to  1870. 

"S ' Commercial  and  Financial  Chronical,  August,  1868. 


n 


I.e.,  the  sum  of  all  the  cash  dividends,  plus  realization  of  stock 
distributions  at  August  stock  market  quotations. 
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Commencing  with  the  Civil  Far,  earnings,  both  gross  and  net,  in- 
creased at  a phe nominal  rate.  Not  until  1871  was  the  company  able  to 
handle  the  enormous  business  forced  upon  it,  and  although  the  larger 
traffic  necessitated  increased  expenses,  the  margin  between  the  two 
grew  larger  instead  of  smaller  from  year  to  year.  From  a million  and 

Gff^p^S  FARMINGS  a half  in  1855  the  gross  earnings  from  operation 
GRPF  RABIDLY 

FROM  1856-1870  steadily  advanced  until  the  maximum  of  eight  million, 

six  hundred  thousand  dollars  was  reached  in  1870.  Part  of  this  was  due 

to  increased  mileage,  but  the  receipts  on  the  charter  lines  alone  were 

seven  million  two  hundred  thousand  in  the  final  year.  ’ In  the  first 

five  years  in  which  the  road  was  in  operation,  the  total  earnings  in- 

creased  by  approximately  six  hundred  thousand  dollars,  e arlyriSSI'Y  twenty 

five  per  cent.  This  slow  growth  was  caused  by  tie  panic  of  1857  and 

the  crop  failures  in  seceeding  years.  During  this  time  pa.ssenger  earn- 

h-l 

ings  actually  decreased.  Then,  beginning  with  the  second  year  of  the 
war,  ana  continuing  until  the  close  of  the  decade,  there  took  place  a 

"a* 

remarkable  traffic  development,  with  a corresponding  growth  of  revenue? 
In  the  eight  years  from  1862  to  1869  freight  earnings  grew  from  one 
million,  nine  hundred,  thousand  dollars  to  five  millions,  six  hundred 


thousand,  or  one  hundred  and  ninty  per  cent.  On  the  other  hand,  the 


'V 


A 


passenger  department;  made  -the  'much  s-iower  growth  ef'  sixty  one  per  cent. 
As  a result,  freight  'was  responsible  for  four  fifths  of  the  revenue  in 
1870,  as  against  less  than  half  in  1855.^ 


of’  Annual  Reports,  Illinois  Central  Railroad,  1855-%&  1870, 

'S/'2'  Ibid.,  1855-%©  1862. 

Ibid.,  1862.%©  1870. 

V/U  Ibid.,  1855-Pe  1870. 

^ The  following  table  shows  the  proportion  of  freight,  passenger  and 

miscellanecusrevenue  in  R8-5-&7  18&2  and  h87®a*~^v  u r -i  uu 

v _i855  i862  ^ 


Freight 
Pas- enger 
Mi s c e 1 1 ane  o us 


1870 

65f 

24h 

Ilf 
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As  noted  in  ghapter 


^average  rates  per  ten- and  pas  enger- mile 


were  actually  higher  in  1870  than  in  the  period  immediately  preceeding 


and  were  practically  twice  as  great  in  the  last  year  of  the  decade  as 


maintained  the  total  number  of  t on- and  passenger— miles  more  than  dou- 
bled,  permitting  the  rapid  increase  in  revenue  noted  above. However, 
the  currency  inflation  of  the  Civil  War  period  brought  about  such  a 
change  in  the  value  of  money  that  a comparison  of  the  years  from  1868 

I 'l-o 

to  1867  is  almost  worthless . ”5"  Moreover,  the  character  of  tonnage  and 

length  of  haul  changed  from  year  to  year,  and  this  cause  alone  pre- 

* 

vended  a correct  estimate  of  actual  rate  movement . ^ 


f/O. 

^ Chapter  1/ , ; Annual  Be  port,  Illinois  Central  Railroad, 

1855— b©  1870. 
ft"7  Ibid. 

S§ ' ^ Ibid.,  cf.  £hapft»p  v,  pagg 
*4//?  Ibl£.  * s 

fkatf  Cf.  Bogart,  Economic  History  of  the  United  States,  chapter  xxiv, 

especially  paries  339,340,341;  Mitchell,  History  of  the  Greenbacks; 
Fite,  Agricultural  Development  of  the  West  during  the  Civil  War, 
Quar.^eg^r  ^ourjcai  <£8  Economics,  XX, 259-278;  dhap^r  v,  pp. 

&ri,r  Statement  cf  tonnage  given  in  annual  Report^',  Illinois  Central 

Railroad,  1855-t>©  1870.  Only  Isolated  tariffsand  the  average  rate 
per  ton  or  passenger  mile  are  available  for  comparison, 
f The  influence  of  the  inflation  of  the  currency  during  the  period 
from  1862  to  1870  is  quite  important.  An  examination  of  the 
charts  in  this  chapter  and  ghapter  v show  a rapid  increase  in  all 
prices  and  charges  given  there,  the  rise  being  especially  marked 
in  1864  and  1865.  However,  it  would  be  unfair  to  assume  that 
revenues  and  expenditures  rose  in  direct  proportion  to  the  infla- 
tion of  the  currency  in  these  years.  Many  payments  were  made  on 
long  term  agreements,  and  others,  such  as  wages,  cost  of  fuel, 
etc.,  did  not  rise  with  the  general  rise  of  gold. 


the  Civil  War.  ’^as  enger  rates  were  the  most  peculiar  in  this  respect 


in  1857.'  The  average  freight  charge*  on  all  goods  were  thre-  mills 


per  ton-mile  higher  in  the  later  year  than  in  1859.  In  general 


through  rates  declined  during  the  period, and  local 
rates  increased,  but  there  were  important  fluctuations 

//  jj- 

caused  by  special  conditions.  While  rates  were  well 
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f At  LX'WDITU]  ,;ES 
INCREASED  AT  A 
ST.O>tkR.  RATE  THAN 
GROSS  RECEIPTS 


UTig  i urge  increase  in  earnings  natural ly  allowed  a larger  amount 
ci  net  income,  but  the  proportion  which  each  item  of  operating  expense 
boi  e to  the  ^hcle  varied  considerably  during  the  period.  As  a general 
rule,  maintenance  oi  way  expenses  do  not  increase  in  proportion  to  the 
growth  of  traffic.  In  accordance  with  this  principle,  this  class  of 

expend i tur e s advanced  more  s 1 o\  ly  than  gross  re  - 

) T-T- 

venue.  Moreover,  the  apparent  growth  of  mainten- 
ance of  way  charges  is  somewhat  exaggerated.  (l) 

In  1855  and  1856,  when  maintenance  expenses  were  below  five  hundred 
dollar s per  mile,  ohe  road  was  new  and  heavy  repairs  were  unnecessary.^- 
(2)  Ten  or  fifteen  years  later,  large  expenditures  charged  to  main- 
tenance really  belonged  to  capital  and  the  former  account  should  be  re- 
ft 

duced  accordingly. 

Other  fixed  operating  charges,  such  as  cost  of  freight  and  pas.-en- 
ger  stations,  increased  in  about  the  same  proportion  as  earnings.  The 
increase  in  the  largest  item,  station  expenses,  was  affected  by  the 


0T2 


OSD  OP- 


ERATING CHARGES 
INCREASE  ahE  PRO- 
PORTION TO  IN- 
CREASE IN  REVENUE 


advance  in  wages  following  the  Civil  Ear .and  by 
the  rapid  growth  of  tonnage  at  the  terminals,  ne- 


cessitating  a proportionate  increase  in  employees. 

On  the  whole,  though,  fixed  or  semi-fixed  operating  expenditures  in- 
creased. at  a slightly  smaller  rate  than  earnings  or  general  operating 

gw 

charges. * 

1' r Annual  Report , Illinois  Central  Railroad,  1855- 1©  1870. 

Ibid.;  maintenance  of  way  charges  rose  from  8450  per  mile  in  1855 
to  $1500  per  mile  in  1870,  although  the  earnings  per  mile  advanced 
from  $£500  to  $8100. 

Cf-r  — -—irftfra  ~ 

3,^  Immediately  after  the  war  employees  in  the  railroads,  as  .ell  as 
in  other  industries,  obtained  large  increases  in  wages,  or  rather 
retained  their  wages  on  the  same  nominal  basis  in  spite  of  the  ap- 
, % _ preciaticn  of  the  currency. 

^ Ey  fixed  or  semi-fixed  charges  is  meant  those  items  which  relate 
only  indirectly  to  actual  train  movment.  For  instance  it  costs 
little  more  to  maintain  a railway  station  whether  one  thousand  or 
three  thousand  persons  use  it  a day.  Cf.  treatment  of  this  subject 
in  Johnson,  American  Railway  Transportation, 

$ Continued  on  page  202 . 
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Maintenance  of  equipment  and  other  items  partly  dependent  on 
grovth  of  traffic,  remained  nearly  constant  from  1856  to  1863;  more 
than  tripled  in  1864  and  1865;  continued  approximately  the  same  to  1867 
MAjWrfr^lICE  OP  and  then  decreased  rer  mile  with  the  addition  of  the 

ex-  . ^ 

INCREASE  Iowa  lines. ^ On  the  whole,  these  items  increased  at 
AT  SAMI'-  RAte  AS 

GROSS  REVENUE  a slightly  greater  rate  than  all  operating  expenses 
and  gross  earnings.  Repairs  to  equipment  per  locomotive  or  car  fol- 
lowed the  same  lines  as  the  total  for  this  account  and  at  about  the  same 


rate  of  increase. 

The  last  account,  conducting  transportation,  including  freight  and 

passenger  train  expenditures  and  claims  for  lossand  damages,  increased 

entirely  out  of  proportion  to  the  growth  of  traffic.  Either  from  lack 

of  equipment,  poor  facilities,  improper  methods  of  operation,  or  ex- 

COST  OF  CONDUCTING  cessive  traffic,  or  from  all  combined,  the  ac- 
Tt.AbS'PQRTAl'TON  IN- 

cfefeA'SED  nODT  OF  FRO-  tual  cost  Per  ton  of  handling  freight  in  1870  was 
PORTION  T0\ INCREASE 

OF  GENERAL  TRAFFIC  much  greater  than  in  1859.  This  is  shown  in  the 


following  table : -P* 

^ ^ jOOST  OF  TRAIN  OPERATION  PER  FREIGHT-TON  OR  PAS  ENGER  MILE, 


Passenger 

Freight 


1859 

3.7  itil&s 
1.3 


1870 

S.9  mills 
2.6 


Annual  Report,  Illinois  Central  Railroad,  1855-" 1870. 

Ibid. 

'S'-t'fc  Ibid . , 18590smdr  1870.  The  detailed  expenditures  for  wood  or  coal, 
salaries  of  enginemen,  trainmen,  etc.,  lubricants  and  other  char- 
ges are  given  in  the  respective  annual  reports;  also  for  each  in- 
dividual  engine  on  the  road. 

If  --fO dnt inue d from  page  201.^  Prior  to  about  1880  the  railroads  of 

the  country  were  unable  to  bring  about  important  economies  in  the 
actual  carriage  of  freight.  On  the  other  hand,  the  cost  per  mile 
for  maintenance  work  increased  mucrf^slow&jfe  than  general  expendi- 
tures and  the  cost  per  unit  of  freight  or  ^passenger  service  for 
this  class  of  charges.  As  a result,  the  rates  could  be  reduced  or 
the  profit  per  ton  increased  without  a lowering  of  the  cost  of 
conducting  transportation. 
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Tine  effect  cn  cost,  of  operation  was  quite  important.  The  total 


for  this  account  increased  from  $1200  per  mile  in  185  to  $4700  in 
y A*  < -ei-Cv  wt-r  v <oTC\,  \.k  <>  ' 

1870,  but/|decreased.  from  59.2-  in  1856  tc  54. 7^  in  1870. 

-±* 

The  earlier  year,  as  noted  above,  was  somewhat  exceptional 
and  the  percentage  of  operating  charges  to  earningsr  remained  a,bout  the 
same  during  the  period.  The  proportion  of  operating  expenses  to  p-rcss 


OPEl^TIKGFV^XPWDI  - 
, ' A \ E( 

"slightly  decrease 

/ AS  ■tO;,'IPA|^ED'  KITH 
GROSS  REVENUE 


earnings  was  much  smaller  than  is  now  supposed 
consistent  with  good  maintenance  of  the  railroad, 
but  in  1856-1870  most  of  the  traffic  was  high 


class  freight  with  high  charges  per  mile,  and  this  allowed  a much  lower 

ho 


operating  ratio  cn  the  Illinois  Central.'S  Then,  so-called  fixed  or 
semi -fixed  charges,  such  as  maintenance  of  way  and  equipment,  consti- 
tuted a much  larger  proportion  of  the  gross  earnings  than  is  now  usual 
on  a road  with  similar  earnings  and  this  permitted  larger  per  mile  ex- 
penditures  Moreover,  the  higher  rates  per  ton  mile  and  small  volume 


Annual  Report.  Illinois  Central  Railroad,  1855^-1870. 

That  is,  for  the  same  amount  of  gross  revenue  the  expenses  of 
transporting^  ay  r a thousand  tons  of  merchandise  and  an  amount  of 
coal  which  yields  an  equal  revenue,  would  be  much  less  for  the 
former  than  for  the  latter. 

With  the  large  amount  of  low-grade  freight  now  handled, the  cost 
of  conducting  transportation  often  amounts  to  thirty  or  forty  per 
cent  of  the  gross  revenue. 


The  following  table  givds.  the  results  of  three locomotive  test 
<trirs  take  over  the  Illinois  Central,  in  1858  and  1906: 

( average ) 


q 


Date 

May,  1858 

August,  1858 

December,  1906. 

Fuel 

Coal 

Wood 

Coal  lia 

Route 

Champaign  to 

Chicago 

C hampa i g n - 0 e ntr  a 

Tonnage 

380 

365 

1131 

Ton  miles 

49,400 

47,450 

138,100 

Mi. Per  Hour 

15.47 

16.16 

20.60 

Cost  of  fuel 

$6.45 

$14.00 

Cost  of  Fuel 

4.58^ 

per  mile 

5v  4 5^ 

10. 92^ 

(This  first  test  is  given  in  the  annual  Report  for  1858;  the  second 
test  v as  one  made  by  the  University  of  Illinois  Railway  Engineering  De- 
partment, December  6,  1806.) 
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JC 

^COMPARATIVE  COST  OF  TRAIN  OPERATION,  1862  AIN)  1906. 


( ILLINOIS  CENTRA Ti 

RAILROAD) 

1862 

1906 

Number  of  freight  train  miles 

1,705,670 

17,209,387 

" " pass'gr  M " 

855,522 

11,388,699 

" " ten  " 

2,561,192 

37,888, 182 

" " ton  " 

101,762,144 

6,230,593,529 

" passenger  " 

62,580,421 

511, 391,077 

" freight  car  " 

.31, 347, 173 

478,806,682 

Av. No. tons  per  freight  train 

81.00 

353.21 

" " passgrs  " pssgr  " 

73.10 

43.27 

" " freight  locomotives 

75.00 

746.00 

" " passenger  " 

37.00 

260.00 

" " freight  cars 

2,317.00 

55,575.00 

" " passenger  " 

68.00 

575.00 

Freight  cars  per  freight  locomotive  30.90 

Passenger  " " passenger  " 

1.80 

Ton  miles  per  freight  locomotive 

1,356,828 

Passgr.  " " passgr.  " 

1,691,362 

Freight  train  mi.  per  fr't  " 

22,742 

Pssgr.  " ” " pssgr" 

23,122 

No. -ton  miles  per  freight  car  43,819 

" pssgr  " " passenger  car  920,300 

" of  miles  per  freight  car  a year  13,526 

^ M If  II  fl  ii  I*  j _ 

" day  37.05 

" " cars  per  freight  train  mile  26.60 

Average  load  per  freight  car  (tons)  3.20 

no.  pssgr.  cars  per  train  mi.  4.00 
" passengers  per  car  mile  18.28 


112,111 

889,377 

86,155 

23.60 

27.14 

13.01 


Service 

$104,934.48 

.1030^ 

.0300^ 

Fuel 

88,440.61 

.0859 

.0352 

Oil  <? . Waste 

18,104.14 

.0170 

.0010 

Other  supplies 

8,519.76 

.0100 

.0000 

Total 

219, 998.99 

.2160 

. 1, 180( 

Repairs  Frt.Eng 

.100,432.13 

.0997 

" cars 

101,985.97 

.1000 

" coal  " 

13,774.73 

.0130 

Total 

216, 192.83 

.2130 

.0889  ( 
.0129 

Mi  s c e 1 i ane  ous 

.0370 

TOTAL 
PAS  ENGER 

.4660 

.2198 

Service 

.0990 

Fuel 

51,570.30 

.0824 

Oil  O'  Waste 

6,566.78 

.0110 

Other  supplies 

6,062.19 

.0100 

TOTAL 

126,448.96 

.2020 

.5590  ( 

Rprs.  Engines 

49,635.44 

.0790 

" Cars 

49,451.58 

10790 

Total 

99,087.02 

.1590 

.2520  ( 

Mi  see 1 lane  ous 

.0370 

.0129 

TOTAL 

.3980 

.8339 

Gross  Receipts  per  ton  mile 

1.9600 

.5560 

Expenses  of  train  miovement 

.4660 

.2198 

Net  receipts  per  ton  mile 

1 . 50000 

. 3362^ 

1862  obtained  from  annual  Report,  Illinois  Central  Rail- 
, lbb*;  lbld*>  1S06,  annual  Report  and  locomotive  Performance  she! 
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ol  tonnage  did.  not  necessitate  a large  number  of  locomotives  or  cars, 
and  maintenance  of  equipment  charges  could,  be  distributed  over  a much 
smaller  amount  of  rolling  stock  than  is  noA  the  case.  As  a result, 
maintenance  charges  per  mile,  locomotive  or  car,  were  reasonably  high 
and,  apparently,  were  sufficient  to  keep  the  roadbed  and  equipment  up 
to  the  proper  standard.  From  1856  to  1862,  inclusive,  both  nr  intenance 
of  equipment  and  of  road.v  ay  . charges  were  low,  but  this  did  not  result 
in  depreciation  of  the  property.^  (1)  ’lost  of  the  equipment  was  from 
one  to  fitfe  years  old  and  heavy  repairs  were  not  asnecessary  as  later. 

-’EPT  IN'  ( 2)  The  roadway  was  also  new  and.  the  small  number 
GOCxj  QWilTION 

FR0\Kn1  &56  VT0  1862  of  trains  passing  over  the  tracks  did  not  wear  cut 
DESPITE  LQm  MAIN- 
TENANCE CHARGES  the  rails  or  affect  the  condition  of  the  super- 

structure. During  these  years  rails,  ties  or  bridge  materials  did  not 
ne^.d  replacement  and  labor  on  track  was  almost  the  only  charge.  Wages 
for  efficient  trackmen  were  low  and  moderate  expenditures  kept  the  per- 
manent way  in  excellent  condition.  (5)  The  traffic  was  abnormally  light 
and  the  cars  and  locomotives  were  worked  only  a part  of  the  time.  In 
fact,  a-  considerable  proportion  of  the  equipment  purchased  in  1856  and 

/£  X 

■£ 

1857  was  not  used  until  1862  and.  did.  not  re  .uire  extensive  repairs.* 
Thus,  the  locomotive  and  freight  car  repair  charges  were  distributed 
over  a smaller  number  of  units  than  the  reports  would  indicate, and  re- 
pairs on  locomotives  in  actual  use,  considering  the  light  service  and 


their  recent  purdiase,  were  fully  as  heavy  as  after  the  Civil  War.'V 

Annual  Reports,  Illinois  Central  Railroad,  1855“ to  1870.  The  cost 
of  repairs  to  each  locomotive  is  given  in  the  annual  reports. 

$ Pith  the  light  traffic  the  average  life  of  the  ties,  iron  rails, 

and  bridge  materials  used  on  the  Illinois  Central  w as  at  least  ten 
years.  As  most  of  the  track  was  not  laid  before  1854,,  no  import- 
ant replacements,  were  necessary  until  about  1864  or  1865.  .More- 
over the  quality  of  all  material^  put  in  the  road  was  first  clas? 
and  repairs  were  not  as  common  as  on  other  roads  which  were  built 
with  cheaper  materials.  Cf.  Ackerman,  Early  Illinois  Railroads, 
Rage  42 . * 
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From  1863  to  1870,  X he  road  was  taxied  to  its  utmost  capacity  a ;d 


both  roadbed  and  equipment  depreciated  rapidly.  The  demands  upon  the 
rolling  stock  were  so  great  that  proper  attention  to  repairs  was  impos- 
sible, and  consequently,  much  larger  expenditures  were  neces  ary  when 
shopped.  This  condition  was  aggravated  by  high  cost  of  labor  and  sup- 

nm-DT? vr- tat io^NOF  PROPERTY  plies.  The  hard,  service  had  a similar  ef  - 
>63  TO  1870  GREATER 

i THE  EARLIER  PERIOD  feet  on  superstructure,  rails  and  ties. 

JAN CE  ACCOUNTS  IN- 


ment  was  necessary  on  account  of  a larger  number  of  trains  and  natural 
deterioration.  Despite  this  large  increase  in  the  necessary  mainten- 
ance charges  the  expenditures  were  mere  than  suf.  icient  to  keep  the 
property  in  first  class  condition,  and  the  railroad  v»ras  in  much  better 
working  condition  in  1870  than  thirteen  or  fourteen  years  earlier.lt  is 
also  reasonably  certain  that  a considerable  amount  of  money  was  expen- 
ded on  maintenance  which  a more  conservative  system  of  accounting  woul  d 


'S-  Annual  Reports.  Illinois  Central  Railroad,  1862 -'fee  1870.  p^ge 

184pS4aB3sa,  especially-  statement  of-  directors. 

(|f  This  matter  of  maintenance  of  the  property  is  one  ' hich  has  in- 
volved considerable  dispute.  In  the  report  of  the  Delegates  ap- 
pointed by  the  committee  of  English  and  Dutch  stockholders,  made 
in  1877,  and  in  the  ^resident's  special  report  of  1897,  it  is  as- 
serted that  the  property  was  allowed  to  deteriorate  fter  the 
Civil  War.  The  investigating  committee  undoubtedly  viewed  the  e 
property  from  the  Engl  ish  standpoint  and  naturally  expected,  to  hav 
the  railroad  kept  in  better  condition  than  it  was.  Therepcrt  of 
1897  mad.e  a contrast  of  conditions  in  the  latter  year  with  earlier 
periods  and  there "an  unintentional  bias  against  reporting  the 
property  in  as  as  good  condition  as  it  really  was.  'lore over,  the 
standards  of  maintenance  have  advanced  very  rapidly  and  the  pro- 
perty has  been  built  up  to  a large  extent  out  of  maintenance  ex- 
penses. Furthermore,  as  stated  in  the  text,  the  maintenance  of 
way  and  equipment  charges  were  very  heavy,  considering  the  amount 
of  traffic,  and  it  is  difficult  to  see  how  the  property  could  de- 
preciate, provided  reasonable  care  was  exercised  in  the  disburse- 
ment of  the  money. 


LONGING  TO  CAPITAL. 


Moreover,  beginning  with  the  Civil  War,  an 


increasing  amount  of  tie  and  rail  replace- 
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In. .spite  of  the  liberal  operating  charges,  "fthe  net  income  during: 

the  period  under  discussion  was  large.  Exclusding  rentals  and  taxes, 

the  net  income  from  operation  increased  from  $038,437  in  1856  to 

$2,857,321.80  in  1870,  or  204#, ^bup  constituted  only  32 . of  the  gross 

receipts  in  the  latter  year  as  against  38.  If  in  the  former .1*^  This  de-\  ^ 

NET  INCAAE  FROM  crease  in  percentage  was  more  than  compensated  for 

LAfe  \Tl!PJSs^  TIMES  by  the  much  larger  aggregate  of  pros  s earnings  and 

AS  GREAT  IN  1870 

AS  III1'  1856  by  net  receipts  from  free  and  interest  lands  and 

ether  sources.)  The  total  net  income,  including  miscellaneous  items, 
advanced  from  $1,250,000  in  1856  to  $3,550,000  in  1870,  or  184#.  In 
the  last  thi'ee  and  a half  years  the  net  profit  from  operating  the  Iowa 
leased  lines  averaged  between  seventy  and  eighty  thousand  dollars  a 


year. 


*2L 


The  growth  of  net  earnings  was  accompanied  by  a steady  decrease  in 


X 


fixed  charges.  In  1856,  the  fixed  charges  slightly  exceeded,  the  net 

^ ^ -V 

revenue  7 and.  during  the  succeeding  four  years  there  were  large  deficits?" 
During  the  remainder  of  the  decade  the  difference  between  the  twr  ae- 


INTEHEST  AND  -eeunts  became much  larger  and  in  1870  the  directors  ir  e- 

OTHERV  FIXED 

CHAmIES  DE-  sented  the  most  favorable  financial  statement  ever  made 

CREASE  F^OM  • 

1856  to  1870  to  the  directors  until  1S06  and  1507,  as  seen  in  the 

/> 

following  table: — 

FRED  CHARGES  AND  NET  REVENUE,  1870 

Net  revenue  $3,471,188.34  100# 

Fixed  charges,  including 
exchange  on  foreign 

payments,  etc.  622.055.28  17.9# 

Applicable  to  dividends  2,849,135.06  82.1#  ^ 

After  1861  there  v as  a surplus  of  net  earnings  above  fixed  chargees 

and  by  1863  the  amount  was  large  enough  to  justify  the  directors  in  de- 

"1 liJ  Annual  Repcrti , Illinois  Central  Railroad,  185 5- to  1870. 

£did . 

$ V^Ibid.,  1870, 
i\  Continued  on  page  2 OR-; 
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semi -annual -7 

daring  a regular/four  ner  cent  cash  dividend,  instead  of  the  four  per 
cent  interest  on  full  paid  stock  given  before  that  date.  In  1E6J:  the 
annual  dividend  rate  v*as  increased  to  ten  per  cent  and  was  made  nay- 


able  on  all  stock 
r?>^g 

that  time.  This 


SEMI-ANNUAL  CASH 
DTV  IDkhh  OF  FOUR 
PER  OElJr  \IN  1863 
ANU  1864>  FIVE 
PER  CEMSol  864-75 


outstanding,  including  the  scrip  distributed  prior  to 
rate  was  continued  until  1874  and.  was  e uivalent  to 
10.8$'  in  1864  and  1865;  to  12*'  from  1866  to  1868  and 
to  134'  from  1869  to  1874,  on  the  actual  cash  in- 
vested  by  the  shareholders.  Luring  the  period,  the 


Illinois  Central  stock  was  distinctly  a good  in'  estment,  as  evidenced 
by  the  stock  ouotati  ons,  which,  in  July,  1868,  reached  a high  mark  of 
159 Including  cash  and  stock  d.ivid.ends  and  rights,  the  shareholder 


received  from  1863  to  1870,  on  an  investment  of  $100,  a return  of  $106. 


Via  Ma-'  ^ 

30,  e-  uivalent  to  15 18$  a year.  ' 'orecver,  at  the  end. 
stock  i as  worth  forty  dollars  a share  more  than  in  1860 


of  this  time  his 
. ^ This  certain 


ly  was  a handsome  return  on  such  a safe  investment. 

Nor$,  as  seen  above,  v as  there  any  question  about  the  justification 

of  these  dividends  from  the  standpoint  of  net  earnings,  other  than  the 

7- 

matter  of  wrong  distribution  cf  lend  office  receipts.  In  only  one 


vi  »*7 
*S.'M 


Annual 
Ibid. , 
Ibid . , 


Report.  Illinois  Central  Railroad,  1863.  "KS 
1865;  i.e.3 eight  per  cent  in  1864  and  ten  pe^ 


passe  s-upjsn 

cent  1865. 


1863- tie  1870; 


l . e 


if  the  stockholder  of  record  of  1862 


had  kept  all  stock  distributions  this  would  have  been  his  return  b 
per  $100  share.  VTiT^ 

Ibid.;  Commercial  and  Financial  Chronicle,  ( Tan. 

2,  186r  This  includes  "rights". 

■5  1 ‘mi  Or  pi — .ku  ■ ; 

Commercial  and  Financial  Chronicle,  Volume.  page  A.  (January 


•**> ft 


7,  1871), 

y -1R 


-suagra, 


$ Continued  from,  page  209.  This  is  ani*  apparent  discrepancy  between 
the  figures  given  on  page  207  and.  on  previous  pages.  It  will  be 
noticed.,  he*  ever,  that  the  npt^revenue  reported  on  page  207  ex- 
cludes taxes  and  rentals.  Oh  303  operating  expenses  excluded 
taxes  and  rentals.1  In  1856  and  1857  the  full  seven  per  cent  in- 
come tax  was  net  paid  the  state.  From  1867  to  1870  rentals  and 


taxes  include  Illinois  seven  per  cent  tax,  rental  of  IowTa  lines, 
rental  of  pecria  and  Oquaka,  taxes  on  Iowa  lines  and  miscel' aneous 
tax  e s and  r e nta  1 s . 
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year,  viz.  1866,  did  the  dividends  exceed  the  revenue  applicable  to 

i V 

dividends  and  then  to  only  a slight  extent.-^  In  the  other  years,  there 
was  no  question  about  the  ability  of  the  company  to  maintain  the  divi- 
dend. However,  the  directors  did  not  always  pursue  a conservative 
course  and  expenditures  from  I860  to  1870  were  almost  too  near  receipts 
for  perfect  safety.  In  1870,  the  year  when  net  earnings  were  the  most 
satisfactory,  the  fund  applicable  to  dividends  amounted  to  only  11.40' 
against  requirements  of  10.40'.  Omitting  receipts  from  the  land  d.e- 
TEN  PER  CENT  OTVT-  partment,  necessarily  only  a temncrary  source  of 


a large  surplus,  but  this  was  merely  a bockkeeping  account  and  was  not 


of  ten  per  cent,  a large  cash  surplus  could  have  been  accumulated  which 
would  have  allowed  a continuance  of  eight  or  nine  per  cent  dividends 


over  a much  longer  period..'" 

Prior  to  1870  the  company  pursued  a conservative  policy  in  regard 
to  extensions  involving  any  financial  risk.  Prom  the  completion  of  the 
road  to  the  pivil  War  several  traffic  arrangements  with  connecting  or 
branch  lines  were  made,  but  in  no  case  was  the  financial  responsibility 


large.  bonds  of  the  Ohio  and  Mis  issippi  and./!  °eoria  and  Oquaka,  to  the 
extent  of  approximately  $100,000  each,  were  purchased,  butwere  not  re- 


Ibid.  , i . e . . qOMcash  dividend  and  about  federal  war  tax.  In 
other  years  the  dividend  and  war  tax  v/as  barely  earned. 

Ibid. j i . e ., excluding  receipts  from  the  land  department  and  mis- 
cellaneous sources  of  income. 

The  surplus  was  obtained  by  adding  all  interest  payments  tc  cost 
of  construction  and  depreciation  on  construction  ^nd.  free  l^nd 
bends  and  deducting  from  it  net  receipts  to  1863.  This  account 
was  net  only  not  represented  by  cash  assets,  but  was  incorrect  > 
5P  From  1874  tc  1905  the  dividends  were  reduced  to  a' four  tc  six  pe: 
cent  basis  and  the  accumulation  of, a large  surplus  in  1870  might 


income,  the  net  earnings  applicable  tc  dividends 
ranged  from  5.44'  in  1866  to  8.60  in  1870.  Ac- 


TOC  SMAIr 


\ 


cording  tc  the  c omipany  * s books  ,the  high  dividend  rate  v as  guaranteed  by 


\ 


represented  by  available  assets.  By  paying,  say  nine  per  cent  instead 


Annual  Report  ^Illinois  Central  Railroad  ^866. 


have  improved  this  condition 
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tained  for  any  length  cf  time.^  No  other  important  agreements  v ere  4*ad 


except  with  the  Dubuque  and  Sioux  City  Railroad.  Comoany.  As  stated  in 
chapter  iv,  the  Illinois  Central,  in  1867,  leased  the  property  cf  the 
Dubuque  and  Sioux  City  and  its  subsidiary  lines,  the  Iowa  Nalls  and 


J.  *'  V ^ V t’ 

H 

3 bf'  and  the  next  ten  at  3 6r/  of  the  gros  earnings'. 

| 

SIDIARY  COMPANIES  No  responsibility, ^ beyond  the  risk  of  a loss  from 
working  the  lines  at  over  65''  cf  the  earnings,  was  incurred  and  the  en- 


In 1867  less  than  two  hundred  miles  were  in  operation  and  the  remainder 


sistance  to  the  Dubuque  and  Sioux  City  and.  other  companies  floating 
their  bonds  and  the  lease  of  the  road  undoubtedly  advanced  the  value  of 
both  stock  and.  bonds,  but  this  aid.  did.  not  involve  the  ’’Central”  in  any 


operated.  there  was  a small  profit  from  the  lease,  aggregating  nearlv  a 
quarter  of  a million  dollars,  in  addition  to  the  indirect  benefits  of 
increased  traffic  on  the  charter  lines.  Thus,  up  to  1870,  the  arrange- 


port,  Ra i 1 v ay  T i me s . June  19,  1858. 

Annual  Report,  Illinois  Central  Railroad,  1867;  cf.  page 

Ibid. 

Ibid.,  1867  to  1870. 

Ibid.,  1867  to  1870. 

Ibid.,  1867  to  1870.  A minimum  rental  of  $1500  per  mile  was  guar 
anteed  on  the  Iowa  Falls  and  Sioux  City  lines,  which  was  suffic- 
ient to  pay  all  interest  charges.  A considerable  profit  was  made 
off  Qf  the  Dubuque  and  Sioux  City  proper,  but  the  other  lines 
were  a constant  loss.  Cf.  chapter  iv,  pages  for  statement  as 

to  reasons  which  induced  the  Illinois  Central  tp  to  lease  the 
Iowa  Falls  and  Sioux  City  and.  Cedar  Falls  and  Minnesota. 


Sioux  City  and.  the  Cedar  Falls  and.  Minnesota,  for 
a period  of  twrenty  years, (\he  first  ten  7/ears  at 


tire  fiscal  management  was  left  in  the  hands  of  the  leset  comranies.0 


was  not  completed  until  1870.  The  Illinois  Central  gave  indirect  as- 


financial liabilit7/.t  In  the  three  ana  a half  7/ears  the  lines  were 


ment  was  of  material  advantage  to  the  Illinois 


S-0^  Annual  R.e po r t , Illinois  Central  Railroad,  18551k>  -1863;  Fisher  Re- 
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The  calendar  year  1870  .cm vdfj&v  was  t-..e  most  successful  year 

the  Illinois  Central  railroad  to  that  time.  Gross  revenue  was 

large ^ and  the  net  earnings  were  sufficient  to  pay  all  fixed  charges,  a 
ten  per  cent  dividend,  and.  provide  a surplus  of  a quarter  of  a million 


structicn  and.  operation  of  the  railroad  had.  proved  entirely  satisfac- 


the  first  few  years  of  operation  the  net  earnings  were  all  that  could 

have  been  reasonably  desired.  The  land  grant  was  managed  well  and  by 

1870  had  paid,  off  most  of  the  indebtedness.  Fhiie  the  sanguine  pros- 

% 

pects  of  the  promoters  were  not  completelyfulf illed  the  investors  in 

the  property  were  amply  rewarded,  as  illustrated  by  he  following  table. 

Total  cost  of  construction, 
equipment,  net  cash  assets 

and.  sup  lies,  Dec.  31,  1870  ' $36,242,203*82 

. Funded  debt  (net)  $ 6,869,500.00 

Y Cash  paid  on  stock  (net)  19, 726 , 700.00  26 , 596 , 200,00 

* nm rn  htt T“vrax  tth  rt*  r\  r*  a r*  oo 


dollars 


The  financial  policy  pursued  by  the  company 


in  the  con- 


Financial  policy  of  the 
Company (in , the  C ons true - 
hfop'  and\  Cpera t i o n of 


to  the  promoters  and  owners  of  the  stock 


The  construction  work  was  carried  on  with- 


ti^  Railheads  'proved  to 
be  entirely  satisfactory 


cut  serious  financial  diff icul ty .and  after 


NET  SURPLUS 


$ 9,646,003.82 


The  balance  sheet  on  December  31st,  1870  was  as  follows,; 


Permanent  Expenditures 


$33, 199,574.25 


Interest  and  Dividend.  Account  $12,090,000.00 
Less  avails  of  interest  fund  3 , 471 , 18S . 84 


8,540,311.64 


Net  cash  assets  in  New  York 
and  Chicago 

Forking  stock  of  supplies 


1,840,090.55 

749.665.56 


$44,329,642.00 


CREDITOR 


Capital  Stock 
Canceled  bond  scrip 
Funded  debt 


25,280,240.00 

16,640.00 


$8,422,000.00 


Cess  construction  bd  fd. 1 . 552 , 5CC . 00 
Bonds  delivered  Land  Dpt  $13,578,000.00 
Less  in  hands  trustees  1 ,414, 738 . CO 

TOTAL 


6,869,500.00 


12.165.262.00 

$44,329,642.00 
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in  a conser- 


At  the  same  time  the  affairs  of  the  comoany  were  handled 
vative  manner ^and  only  a part  of  this  surplus,  not  quite  six  million 
dollars,  was  distributed  to  the  shareholders  in  stock  dividends.  The 
remainder  was  invested  in  the  railroad  and  added,  to  the  real  value  of 


the  property. 
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CHAPTER  VII. 


(l.v 

3. 


I THE  ILLINOIS  CENTRAL  IN  1670, 


J 


The  Illinois  Central  Railroad  has  always  occupied  a unique  posi- 
tion among:  the  railroars  of*  the  country.  From  the  inception  of  the 
project  it  ha&  teen  primarily  a government  enterprise.  It  was  the 
first  important  railway  project  in  Illinois^ anc  fcr  twenty  years  its 
cons  true tion  was  the  ambition  of  the  state  and  its  citizens.  More- 

x 'ILLINOIS  CENTRAL  ever,  it  was  also  fostered  bv  the  federal  govern- 
, OCCUPIED  UNIQUE 

POSITION  IN  1870  ment.  The  first  land  grant  ever  given  by  Congress 
to  assist  in  the  construction  of  a railroad  was  given  to  the  state  of 
Illinois  to  complete  this  undertaking,  ^he  legislature  turned  over  the 
grant  to  a private  corporation  ana  the  Illinois  Central  railroad  became 
the  first  important  land  grant  railroad.  Finally,  the  Illinois  Central 

was  the  only  company  of  any  size  in  the  Northwest  or  Upper  Mississippi 

t/  CAA*-  J.^.  V 

|/alley  that  followed-'  the  lines  of  latitude  instead  of  longitur  e.  The 
other  great  transportation  systems  of  the  country,  the  New  York  Cen- 
tral, Baltimore  ana  Ohic,  Pennsylvania,  Erie,  Northwestern,  Burlington^ 
anct  Rock  Island,  extended  west  from  the  Atlantic  Seaboard  or  east  from 
the  Mississippi  river.  The  •’"Central*',  cn  the  other  hanc , was  built  to 
retain  the  commerce  of  the  Mississippi  Valley  along  north  and  south 


lines . 


1 


At,  the  same  time,  though  in  this  respect  the  raiJroao  wa.B  similar 
to  most  of  the  large  roads  of  the  \i(est,  the  Illinois  Central  was  built 
through  territory  very  thinly  settled  and  was  created  with  the  definite 
object  of  developing  the  otnerwise  dormant  resources  of  such  rep  ion. 

In  1850  the  central  counties  of  Illinois  were 
undeveloped ;and  the  railroad  was  constructed 
through  that  part  of  the  state  in  order  to  pro- 
vide cheap  transportation  for  their  grain  ano  live  s took ranuko  .them 
an-iutegral  part  g q rjamen wh m.t ? .> rf  | The  land  grant  and  special  pri- 

vileges given  tne  company  were  merely  the  necessary  inducement  to 


-ILLINOIS  CENTRAL 
AT  °o  EUTT^  TO  DE- 
^ [jOP  RESOURCES 
OF  CENTRAL  COUN- 
TIES OF  ILLINOIS 


private  capital^ take  up  the  undertaking. 

From  any  view  point  t&fc®*vy  the  construction  of  the  Il- 

linois Central  must  be  regarded  as  a success.  After  four  successive 
failures  by  the  state  itself  ano.  private  individuals  a group  of  Boston 
ana  New  York  capitalists  built  the  road  without  receiving  one  cent  of 
help  from  the  state,  other  than  the  land  grant  ano  privileges  granted 
in  the  charter,  and  without  throwing  any  financial  liability  upon  the 

CONSTRUCTION  OF  THE  government.  The  financial  problems  connected 
RA IT- ROAD  A SUCCESS 

FROM  THE  STANDPOINT  with  construction  were  methane  the  enterprise 
OF  THE  STATE,  CON- 

ORES  S ' AND  THE  ROAD  was  carried  through  in  a more  economical  manner 

than  was  any  other  similar  undertaking  of  the  period.  At  the  same  in'3 

( . (fvVuTvv  ctx  0 

the  promoters  made  the  railroad  according  to  the  best  standards  of  the 
perioo.  When  finished  ic,  was  the  best  built  roan  of  its  size  in  the 
central  West.  Its  operation,  after  the  first  four  years,  was  also  suc- 
cessful ana  accomplished  what  tne  early  advocates  of  the  scheme  oesireo. 
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This  success  was  accompanied  by  direct  financial  benefit,  to  the 


feaeral  ana  state  governments.  By  the  ter  \ c ' khe  3;  nd  grant  act 
the  alternate  caa  numb>ered  sections  not  turnea  over  to  the  state  were 
soli  for  not  less  than  $2.50  an  acre,  double  the  former  price,  anc  ',he 
government  lost  nothing  by  giving  half  the  la.no  away.  Tn  fact,  the  con- 
struction of  the  railroad  materially  hastenea  the  sale  of  all  lanrs  in 

CONTRACTION  OF  THE  central  Illinois.  Furthermore,  the  Illinois 
■raXiroAd  OF  DIRECT 


FINANCIAL  BENEFIT 
TO  THE  FEDERAL  00- 
VERNMENT 


Central  was  of  almost  incalculable  value  to  the 


country  during  the  Civil  war.  The  least  import- 
ant service  was  the  reaucea  rates  tiM  troops  and  army 

supplies.  Of  far  greater  influence  was  the  fact  that  such  troops  and 
supplies  ccula  be  transported  at  all.  The  railroac  provided  an  easily 
guardec  connection  between  the  federal  armies  in  the  Vt4st  ana  the  loyal 


states  of  the  union.  Hundreds  of  thous  • *n  and  . a-I  lions  of  tons 
of  supplies  were  carried  over  the  line  anc  placed,  quickly  and  sa/fely 
near  the  base  of  active  military  operations.  Had  it  not  been  for  the 
Illinois  Central  the  vast  resources  of  the  central  Vtofest  could  not  have 
placed  at  the  disposal  of  the  government  as  easily  as  they  were,  the 
operations  of  the  army  woulc  have  been  hampered  and  restricted,  anc  the 
ultimate  success  of  the  national  cause  delayed  that  much. 

The  direct  influence  of  the  railroad,  on  the  state  of  Illinois  was 
also  of  great  importance . In  the  charter  the  state  wisely  exacted  from 
the  company  a consideration  of  seven  per  cent  of  the  gross  earnings 
INCREASED^ T^pCES  FROM  in  return  tor  she  land  grant.  This  is  almost 

the  only  instance  where  either  the  state  or  na- 


RAILROAD)  PUT  THE 
STATE 'ON  HOUND  FIN- 


ANCIAL BASIS 

tional  governments  received  any  immediate  compensation  for  lanes  sur- 


renderee. to  private  corporation.  The  development  of  a system  of  in- 
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Vernal  transportation  was  the  primary  cause  of  the  state  debt,  anci,  by 
the  foresight  of  the  legislature,  the  lane  grant  was  mace  the  means  of 
paying  off  the  inc ebtnoness,  but  without  further  risk  cn  the  part  of 
the  state.  It  might  almost  be  saic  the  present  Illinois  Central  cor- 
poration was  created  for  the  purpose  of  increasing  state  taxes.1  The 

results  were  all  that  the  public  could  have  asked.  Including  the  year 

cr^  gross 

1870, tne  seven  per ^ tax  on  the  net  earnings  of  the  company  amounted  to  &. 
total  of  four  million  six  hundred  thousand  dollars,  or  nearly  a.  third 
of  tne  obligations  of  the  state  when  the  charter  was  granted.  The 
large  annual  receipts  permitted  the  prompt  payment  of  the  interest  and 
the  retirement  of  a portion  of  the  principal ^without  the  imposition  of 
heavy  taxes  upon  the  industries  of  the  state.  Moreover,  the  builring 

d 

of  the  road  opened  up  to  settlement  thousands  of  farms,,  anr  the  increase 
taxes  were  also  an  important  consideration  in  placing  the  state  on  a 
gooc  financial  standing.  Through  the  cash  payments  into  the  state 
treasury  ana  the  increased  valuation  given  the  property  of  the  citi- 
zens the  Illinois  Central  placed  the  state  of  Illinois  upon  a firm 
financial  basis  ano  made  its  credit  as  good  as  that  of  any  commonwealth. 
The  construction  of  the  ^Central ^ meant  more  to  Illinois  th  n the 
payment  of  half  a million  collars  of  taxes  a year.  When  lieutenant 
Governor  Jenkins  and  Sidney  Breese  first  suggested  a central  railway, 
the  interior  of  the  state  from  Chicago  to  Du  Due in  and  from  D0$ville 

to  Springfield  was  an  unoccupied  wilderness.  T1Then 
Colonel  Mason  and  his  engineers  surveyed  the 

route  of  the  railroad  most  of  this  territory  was 
stilly  unsettled  and  its  resources  practically  untouched.  The  im- 
portant influence  of  the  Illinois  Central  came  in  the  cevelopment  of 
this  part  of  the  state. 


i 


CONSTRUCTION  OR 
"bBNfWV",  -JMSAMT 

morb\thw  the 
■°a,yr  n*  of  half 
A MILT, ION  TAXES 


/ 


-=5*1 


Twenty  years  1 -ter  Hh&T&ftiSErft  t,iken  place  a tr  ans f ormati on  in  the 
interior  counties  ci  Illinois.  On<-  fifth  of  the  entire  population  of 
the  state  was  living  in  these  counties^ anc  their  products  formed  one 
fourth  of  all  those  raffled  by  Illinois*  Slightly  m<  ■ one  half  c f 

the  people  of  the  state  were  within  twenty  miles  of  the  Illinois  Cen- 
tral, anc  their  wealth  ana  prosper! ty  was  equal  to  that  of  any  portion 


f iAhoO T&JATION  Of1  of  the  commonweal th.  Early  travellers  declared  the 

CENT^T^T  LINOT^ 

IN  TWENTY  YEARS  prairies  coulc  re  ver  be  anything  t a desert,  but 


in  1870  they  were  the  granary  of  tne  North  Atlantic  tapes.  Nor  was 
the  development  of  the  territory  tributary  to  the  r Hr  car  confined  to 
material^  things.  Towns  anc  cities  were  numerous?  churches,  schools, 
ana  colleges  were  as  coiamcn  as  in  other  ports  of  the  state*  anc  the 
people  were  prosperous  and  contented.^ 

Tnis  development  of  central  Illinois  was  brought be i f,  »1  LCct  en- 
tirely through  the  efforts  of  the  Illinois  Central.  There  were  other 
roads  through  the  region,  but  until  after  the  close  of  the  war  their 
influence  was  slight  compared  with  that  of  the  ’’Central”.  Net  another 
railroad  crossed  its  line  from  Cairo  to  Central ia,  anc  there  were  only 

S^^Pn^p,piNo i q five  •T'rom  I,a  r?alle  SOL-’vh  * Moreover,  curing 

])UE  TO  CENTRAL ” the  first  ten  years  of  the  company's  history 

. tlie  transverse  lines  were  merely  feeders  for  the  no)rth  and  south  road , 
so  I'  t as  local  territory  was  concernec . Thus,  the  full  creo  it  for  the 
development  of  the  central  counties  of  Illinois  must  be  given  to  the 
Illinois  Central  Railroad. 


Cf.  £ hap.  tea?  y,  p^e  l-£i  • 

Viz./ Ohio  anc  Mississippi,  Terre  Refute,  Alton  ‘Jac  st.  Louis, 

Great  Western,  St.  Louis,  Alton  Chicago  and  Peoria  m£.  Oquaka 
Cf.  <chap,fer  iv,  ,8.4. 
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Furthermore,  the  construction  of*  the  Illinois  Central  had  a far- 
reaching  influence  on  the  growth  of  the  country.  In  the  sixth  *nd 
seventh  aecaaes  of  the  nineteenth  century  there  took  place  an  important 
expansion  in  the  proauction  of  fooa  stuffs  aue  to  the  increasing 
o emane. s of  Europe  anc  ‘.he  eastern  sv  \ s.  . Most  of  this  development,  as 

shown  in  the  precede ing  pages,  cccurea  in  the  central  west  and  the  II- 

h 

lino  is  Central  Railroad,  and  the  country  (dependent  upon  it  were  the  most 

ILLINOIS  CENTRAL  prominent  single  factor  in  increasing  the  move- 

PLAYS  AN  IMPORTANT 

P ARTEMI  THE  A(tRJ-  ment  of  western  grain  to  the  North  Atlantic  sea- 

CULTURAL  DfiVELOP- 

MENT  OF  THE  COUNTY  board.  Next  to  the  Chicago,  Burlington  and. 

Quincy  Railroad  the  Illinois  Central  hanalea  more  wheat  and  corn  than 

any  other  road  in  the  west  anct,  if  the  total  tonnage  of  all  grains  is 

considered,  it  surpEsed  even  that  road.  In  the  four  years  of  ehe  Civil 

War  there  was  no  other  portion  of  the  country  which  increased  its  pro- 

auction  of  grain  to  as  great  an  extent  as  aid  the  central  counties  of 

Illinois.  By  1870  the  agricultural  territory  directly  oerenc ent  on 

the  "Central",  inducing  the  Iowa  leaded  lines,  supplier  a larger  share 

of  the  western  grain  forwarded  to  the  Atlantic  coast  than  any  other 

area  of  similar  size  in  the  Uni  tec  States. 

The  Illinois  Central  was  built  with  the  definite  object  of  builc- 

ing  up  the  interior  of  Illinois  and  the  results  amply  justified  all  the 

forts  expended  in  securing  the  roaa.  instead  of  being  isolated,  from 

the  leading  markets  ana  forced  to  be  largely  self  sufficing^  the  pecrle 

CENTRAL  ILLINOIS  BE-  in  that  part  cf  the  state  hac  become  an  essen- 

COMEdAESbENTAIL  part 

OF  THe)  ECONOMIC  OR-  tial  factor  in  the  economic  organization  of  the 

SANITATION  OF  THE 

COUNTRY  country.  They  were  nr  1 oncer  self  i icient, 

but  proc  ured  coiuraooities,  prinei£(Tj\ly  grain,  neec  ec  by  the  eastern 
B Gates  anu,  in  turn,  consumed  the  manuf ac tur ed  goods  of  the  t 
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I nsteaa  of  being  a drawback  to  one  other  portions  of  the  state  they 
occupied  a leading,  position  in  its  economic,  as  well  as  political  and 


social  advancement. 

Thus,  the  construction  of  the  Illinois  Central  may  be  regarded 
as  the  most  important  industrial  undertaking  ever  commenced  in  the 
state  of  Illinois.  The  promoters  of  the  enterprise,  the  investors  in 
the  securities  of  the  company,  ana  the  men  who  managed  its  financial, 

traffic j ano  operating  affairs  after  completion,  deserve  great  credit 

-p  it 

lor  their  efforts  in  making/an  actual  reality,  even  though  they  dia  sc 
with  the  purpose  of  making  handsome  profits  for  themselves.  At  the 

same  time,  the  real  success  of  the  railroad 
was  based  on  the  federal  land  grant.  It  was 


SUOCfeSR  OF  THE  IL- 
LINOIS CENTRAL 
RARED  ON  LAND  (RANT 


nc,J  J^e  capital  behirx  "’obert  Ochuyifcer  and  the  'other  promoters  that 
gave  the  company  ids  standing,  nor  was  it  the  business  ability  of  the 
directors  that  induced  capitalists  to  purchase  the  stock  ano  bones  of7 
ohe  corpora  ji on.  r,he  enormous  extent  of  the  lane  grant  was  the  rrimepy 
cause  of  the  financial  stability  of  the  company.  Had.  it  not  been  for 
jhe  land  5 the  promoters  could,  never  have  obtained  the  f unc  s to  buld 


the  road. 

Moreover,  after  the  enterprise  was  completed, it  was  the  receipts 
from  the  land  grant  which  kept  the  corporation  from  go inf  into  insol- 


vency. From  1855  to  1861  there  was  net  a year  in  which  the  net  earn- 
ings from  the  operation  of  the  railroad  pair  even  the  fixed  interest 

TuFjCEIPTd  koM/,,AND  charges.  Without  the  receipts  from  the  ^and 

(Rant  made  deration  j 

OF  ROAD  PROFITABLE  department  the  railroad  would  have  been  fore- 

closed before  it  was  finished.  Even  after  1862  the  operation  of  the 
lines  did  not  give  sufficient  Profit  to \ypa.^.ci  a regular  eight  per 
cent  dividend  on  the  actual  cash  invested  in  the  stock.  As  a matter  of 


PP2 


have 

fact,  the  average  dividend  fcr  this  verier  you? d/amounted  to  sjfcx  per  ^ 

1 /ntt  wu>  tA"Wm  \r£  tL  X/i«'d  cLf 

cent,,  ins  t»ean  co.  twelve,  \ and  there  woulc  hav  been  no  s took  c ir^tji’i  **u— 

tions  nc2.‘  surplus  at,  the  end  of*  t»he  perief  . Inves  tors  in  other  corpor- 

ations  ^managed  as  well  as  t»he  Illinois  Cer-  oral  were  making  ten  nr: 

twelve  per  cent  or  even  more  on  their  actual  inv  .stment  ,and  the  actual 

returns  ,o  the  owners  of  the  Illinois  Central, so  far  as  ehe  op eratino 

acccuiids  were  concerned,  were  below  a reasonable  standard.  Tn  other 

woras  the  lana  grant  subsidized  the  railroad.  It  was  an  arrangement 

which  benefited  both  parties,  and  while  the  promoters  of  the  Illinois 

Central  made  handsome  profits  on  the  operation  of  the  road,  the  state 

of  Illinois,  its  citizens^ana  -he  people  of  the  country  as  a whole 

received  advantages  through  the  development  cf  -,he  territory 

near  dne  railroad. 

It  is  one  of  the  ironies  of  the  economic  history  of  the  United 

States  that  the  Illinois  Central  Railroad,  which  was  constructed  to 

develop  traffic  along  north  and  south  lines,  should  be  the  foremost 

influence  in  changing  the  commerce  of  Illinois  into  east  anr  west 

lines.  The  Civil  T^ar  and  the  changed  economic  conditions  following  the 

struggle  forced  the  company  to  sene  the  grain  frer  central  I31incis  to 

ILLINOIS  CENTRA!-,  Chicago  ana  prevented  its  developing  a profitable 

jPiV^T.o^d  \CbMMERdE  1— 

T,rSo'T  AliONG  market  in  the  south,  although  thus-  policy  was 

East  and  msT  lines 

clearly  against  its  best  permanent  interests.  As 
a result,  the  people  were  accustomed  tc  ship  aheir  grain,  live  stock 
an°-  raw  materials  east  to  the  Atlantic  seaboard,  anc  after  the  Civil 
TTar  the  company  was  unable  tc  bring  about  any  change.  So  long  as  the 
cost  of  carrying  freight  by  railroad  was  high.ano  there  were  no  strong 
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eashj  ana  west  lines  entering  the  state  below  Chicago,  the  Illinois  Cen- 
tral dia  not  lcse  much  by  this  diversion  of  traffic,  it  obt  ine(  al- 
most as  long  a haul  from  the  central  part  of  the  state  to  Chicago  as 


state  to  Chicago  as 


it  would  have  to  Cairo  and  the  return  freight  was  greater.  ITt>  until 


uhe  business  of  the  north  and  ^cuth  trunk  line  and  the  grain  traffic  of 
tJ  e latter  was  reasonably  profitable. 


hy  c;i:ie  **ey  guinea  complete  possession  of  the  connecting  ano  feeder 


die  not  have  an  important  connecting  or  brnach  line  c.irectly  uncer  its 
control. 

As  a result  of  the  changeo  cone itions  in  the  movement  of  grain  and 
■*  „ t{u  Set 

the  expansion  of  the  east  ano  west  railroads  was  gradually  being 

forced,  into  an  awkward  position.  Its  natural  business  al ong  north  and 
south  lines  was  hampered,  ano.  almost  destroyed  by  phe  prostration  the 
Couth.  The  traffic  which  it  had  buil t up  from  central  Illinois  to  Chi- 
cago was  being  cut  into  by  east  ana  west  railroads } which  were  each  year 


1670  the  east  ano.  west  lines  were  not  powerful  enough  to  interfere  with 


lines  which  formerly  hact  turned  their  freight  to  the  Illinois  Central. 
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i 

were  nc-w  leasea  by  s t»rcnp  companies  whose  int>erest>s  were  di- 

amebrical  ly  those  j^t^ll^cisjorporabion.  these 

opt  coin*  forces/vhad  nob  macie  themselves  evlaenb,  hub  they  were  sbeaeily 
gaining,  s brent  bn  ana  placing  thems^s^f^thi^Stflicb.  On  bhe 
Obner  hana, the  Illinois  Central  neglected  bo  better  its  position  ana 
allowed  important  connections  to  slip  from  its  control.  *hen  the  con- 
flict aio  break  the  la  tter  company  was  unprepareo.  and  suffered,  ac- 
cordingly. .'Thus,  the  year  1870  represent-  the  high  tide  of  prosperity 


fortne^iiin0^  Central  Railroad, and  no  tlfTr  some  thirty-five  years  p,  ( . I 

as  strong  a position  from  the  financial  and  traffic  stand- 
p o i n t . wra&v>t2se»v 
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rU.PT,I-'AYIC  .-£  OF  THI  IDLINOTS  CENTRA 7.,  RAILROAD  CORRUPT. 

y/  ^™Val  5ePort  of  the  President  to  the  Directors  for  the  veer 
enciing  December  3:  s*  1855.  GivesV  itemized  cost  of  con 
struction  to  date.  ^ica|o . Historical  Tdbrary,  Chicago, 111 ^ 

y Annual  Report^  of  the  Directors  and  President  to  the  stock- 

>•>.  gss  SE  ® g » 

s ii-ts  s SHR 

P fcc?untln»  the  statements  are  entirely  correct 
-Illinois  Central  liailroad/bhicagof  ill  f) 


€ 


eSda?1andP?P3  i°f  tne  Dlrectors  to  the  stockholders  for  cal- 
enaar  and  i iscal  years.  iR7i.fr>  i onv  ^ oaj- 

considerable  detailed  material  taf’  J P'  Contain 
earlier  reports  ?«+>,  out  not  as  much  as  in  the 

tistics  are  perfectly  corr^t6 x°ept»ions  statements  and  sta- 

represent  affairs.  -fHTniversitv^.f n?  att,ejup^ . ls  made  to  mis-V 

o-f  the-  Tll-inois  Centra i Rail  ' 7 Cl  ' ••ha.o^g®  -library  and  Tdhrar) 
°ls  central  Railroad,  Chicago,  I-li.-Q  ^ ^ * 

Special  Reports  of  the  Presidp-rt  -rn  t - 

holders,  1890  18°7  ' ] qn«  n ? £ the -uirecuors  and  Stock- 

1895,  J^mary  11  i«ofi906r  October  30,  1895,  December  19, 

information.'  -he  -eioit  miscellaneous 

it  contains  resumes  of  oJrfh  ^especially  valuable  as 

I-Report  of  1897  in  .Uni vers i tv  nf  rff  l1™®’  etc-  before  1887. 
-ISOE-araa  1896  in  Wisconsin  bicago  -.ihrary;  Reports  of 

-son,  Wis.;  all  ?ep^ts in  : .adlr 

a o / > , *n  *■  ,ip.°rary>  Illinois.  General  R.R.  ) j 


Land  Pamphlets,  18.*  to  18*>(tro  or  tfree  missing).  These 


are  pamphlets  issued  bv  the  rl  ’T"  J^smgj.  These 

gration  into  the  state  of  Alinois  Jhere^ b soliciting  immi- 

information,  but  most  of  „+  I?"  . lhere  i«  some  important 
cage  His torical  \,ibraryf  ' *«“- 

rlaaf  J?  ^pSteP^accSate^e^®  Illlnols  Antral  Kail- 
along  the  Illinois  Central  in  l!*?  P°£?  °n  mining'  c°noitions 
cerning  cost  of  mining  + fcT>  statements  con- 

^Chicago  Historical  bibrary^  ciicago^-Sll^|  ^^Company,  1867, 
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G. 


gUT-gjICATIONS  OF  THJ:  ILLINOIS  CENTRATi  R.A  IT  RQAP  CQT^ANV  (Cent.) 

Documents  Relating  to  the  Organization  of  the  Illinois  Cen- 
tral Railroad.  Company.  Contains  Act  of  Congress,  charter  and 
amendments  to  1852,  mortgage  of  1851,  letters  of  President 
Schuyler,  Robert  Rantoul^and  D.  eal,  miscellaneous  corres- 
pondence between  the  company  and  the  Governor,  etc  and  a 

PnS,  °T  ? £onci*  ?nd  E<*ition,  1852.  Published  by  the  cfco-moany . 
gijocument  Room- Chicago  ^ublic  library,  Chicago,  Ill.^jr  HjP 

?aR Illinois  in  1855.  Accompanies  annual  re- 
V ?°  d °i  tl}+  Hlinois  Central  Railroad,  March,  1856.  Shows 
lines  built  and  under  construction  at  that  date.  ft  Chic ago 
-hrs-norical ibrary,  .Chicago,  111.  )J  - ^ ^ 

Laws  and  Documents  of  the  Illinois  Central  Railroad  Con- 

rr„.s\;^*5 s-isssr^.r-  <“»•■*“*.<. 

“ mS's'Si.SS'Ss: 

(Original  a&nd-e  in  office  of  the  President 
of  the  Illinois  Central  Railroad;  photographic  cow  in  nos 
session  of  Stuyvestant  Fish,  Esc.. , Mew  York?) 

tr al 1 Ra i lr oad of  the  Chartering  of  the  Illinois  Cen- 
tion  of  tne  FiftiPtheCtlCn  °"  sp^eeches  ab  banuet  in  celebra- 
by  thfcS^r^^?”^  °f  the  C°mpany*  ^ Published 

Company. ^Contains  "i°Sal  Oor  th®,I111“ols  Central  Railroad 
County  Suit  ?P?bw  S*  Gocu^ents  relating  to  the  McLean 

y X Published  by  tne  Company,  19051  ii,  0" 


PiriLICATIONS  op  MISCELLANEOUS  RAILROAD  COK°AT\rTFg 


tV  > 


-1  L°rtiRr.theGUbU(-Ue  and  Sioux  City  Railway  Company  Hav 

- cons^heL; 

ioa.1  Library,  Kadison?  Wis!jj  7S  '{Ir'18C0n81n  State  Hisoor 

Report  of  the  St.  Louis,  Alton  <?  r,1er re  hantp  t?  t?  /m 
haute  and  Alton)  18^4  *,1-  re.  ute  R*R*  (Terre 

-^brar.y^Madisbn;  * \lVlsconsin  State-  historical 

Rep'ort  of  the  Dubuque  & Sioux  p r 

Contains  references'  to  orgarii-ati  1887  • 

City  and  lease  of  the  . ^ DubaLue  ?'  Sioux  ' 

the  Illinois  Central  Sailroad,  °* 
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HICLIOGRA^HY 


SPlLICATIOftS  OF  THE  ILLINOIS  CENTRAL  RAILROAD  COM?/.  NY  ( Cont.  ) 


Report  of  the  ''ommittee  of  Eng] ish  aid  Dutch  Stockholders 
e c.  ihis  pamphlet  contains  the  conclusions  and  rec ommenda- 
tions  Of  the  in-  estigating  committee.  Sir.  Do  up,  las  Oalton 
and  Mr.  H.  de  Marez  Oyens  made  a thorough  investigation  of 
cooks,  property,  and  general  condition  of  the  company  in 
‘ ln^er  o;f  1876-1877 . The  pamphlet  contains  a resume  of 
cost  of  construction,  general  receipts  etc.,  prepared  by 
delegates  from  the  bocks  of  the  company.  (Of.  Fisher  Re- 
ef 1858  Railway  Times,  November  7,  1858.)  Published  by 


the 

the 

the 

the 

port 


thec^ompany  1877.  (Wument  Room,  Chicago  Public  Library! 
wnioag-o,  i-ll-r-}!  £ p> 


©cuments  Relating  to  the  Lake  Front  Cases.  Collection  of 
court  decisions,  briefs,  etc.,  relating  to  the  suits 

icugnt  by  the  City  of  Chicago  and  the  State  of  Illinois 

Rftilroad-fi0hicaKO  ;aubllc 


T>n^?fil?ne?US-°'i:flClal  and  ^emi- official  statements  and  re- 
^ inciuo mg  reports  of  meetings  of  the  P0ard  of  Lirec- 

JnihSitfenientS  °f  the  treasurer,  proceedings  of  English 

^tme-rican' ^ai]V*v°V  Published  in  Railway  Times  f London) 

^ ‘lean  Railway  Journal  >and  the  Chicago  Dai lys Democrat;,  e v) 


o.y „ 


PPBLICATXOlfs'  OF  THE  UNITED  STATES  OOVER^TO*. 


Nm*  ° f t,fle  :,enate,  1843  to  18E0{  £8th  to  31st  Cong. 


to“  Congresses^6  **  Re^ese^atives,  1843  to  1850(  28th 


Congressional  Globe,  1843  to  1850/  , 

Contains  speeches  in  Congress  in  resarri  .-1st  -ongresses) 

proposed  for  the  Illinois  Central,  votes  on 


°ev  ©rth , e ighth . and  ninth  c ens  us  ps  TPtsn  -i  <->  r* 

10th  census,  volume  on  Agriculture-’  ^id’  f,  ?’  1870;  als0 

tain*  detailed  V*  ? 'transportation.  Con- 

ulation.  amnufac taring. and  AociS'^n.Mti1’01’  F'oouotlon-  Pop- 
ties  of  Illinois-  al  sn  + al  ccno  it'lons  m various  coun- 
conditions in  1860  to  1870*  10n  + n Pegard  to  agricultural 

on  products  frofwes?  ^Atl^ic^st?®  ^-tation 


irans portation  Routes  to  the  Seaboard  -10  + oooo  /•-  - - 
oenate  Reports,  serial  numbers  1588  a,nd  1580  Heworr'of^r 

^ ^st  to  the JeaS  iLT' 
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^UPLIGAI'IOlNrs  OF  THE'  UNIT  p STATES  GO’VrKTJT"  NT. 

®f  the  Aldrich  Committee  on  Wholesale  Wages,  ^rices 
ana  Iransportation,  Report  by  N.W.  Aldrich  from  the  Senate' 
Committee  on  finance,  March  3,  18P3  (Senate  Report  No.  13P4 
n^nfn>  wOIIL?1I'tee*  2 sess.,  52  Cong.)  4 vols.  Washington,  1894 

szr;  8°4o  raeat  at 

DUPLICATIONS  OF  THE  STATE  CP  ILLINOIS. 

Journal  of  the  Senate,  1830  to  1851. 

^he  House  of  Representatives,  1830  to  1852 
(otate  Printer,  Springfield,  1830  to  1852) 

Session  Lav;s  of  Illinois,  1837  to  1851  inclusive. 

( State  Printer,  Springfield,  1837  to  1851  inclusive) 

FH  steari  °Atplin0lo  VS ' The  Illinois  Central  Railroad, 
pE tt0™ey  General,  In  the  Supreme  Court  of  the 

Oilfield  nf’  LV-  A.D.  1907  (State  Printer, 

of  the  ctarter^ines ^"ftc^'orD  -+T  R0*3  ea™s 
eous  information  in  regard  to  suit  Jor’back  tSee)  mlScellan' 

^ft^^aninois  Railway  and  Warehouse  Commission  187’ 
Printer^nspringf ield, 1870?}S  Fai  lroads  of  the  state.  (State 

newspapers  - 


Chicago  naily  Democrat,  Januarv  ]c-  + i o r , . 

1853.  Contains  numberous art ri I®  5 18  9 to  December  3.1st, 
and  construction  0f  the  ^0adV-hiL'  £®eJ'rG  tc  the  charter 
Chicago,  Vj  road.^whicago  Historical  Library, 

1851?0lConteins '^a'^large  sJ'tt1849  *>  -camber  31st, 

regard  to  the  Holbrook  oonnam'p?  letters,  speeches,  etc.  in 
and  the  character  of  the  incorporators DliS  • °L 1,116  charter) 
tor.ieal  library,  -ehie«ge,sspin^rleld , hf.  }j  /-™1*  :itate  pS' 

is4p  b?  woei"ber 

nois  state  Historical  library,  I1U- 


^rsTjOGRA^fY 


K?pu“ioan»  July  30,  1859  to  July  6,  1861  r^entra 
ua.^n!)  el""0m°e  centralia  Sentinel,  Centra- 

s “c  ssrszr  <~~ >re”* 

S°’  184B-  (°fflce  of 

Cairo  ^tA&£  Cairo^mO1  X°'  1858'  (0ffice  of  the 
Cairo  True t’companyf Cairo?  1859‘  (0ffice  °f  the 

^nIvilLApuW?fkb^r^eiley?il^  1869*  C 

brary , ^Cairo, &Ill?) ^ Directory«  1864~5-  (Cairo  Public  In- 
struction an^oneration”?^  thf  in  f1,10!  in  reRard  t0  Che  con 

Host  of  the  material  is  Iraeme  Centra1’  1851  to  1870 

ioal  value.  is  fragmentary  ana  is  of  little  histor- 


Mri-AY  AMD  FTMAWCIAT,  °EBTnr,Tr.«T<, 

York,  S1850°toni870^  Commercial  Reviev.-,  New 

dally  after  1855:'  comparatively  little  value,  es^e- 

Contai^^bstract^of  1annual°renorts  ev  f ord-J  1066  to  1870. 
editorials,  statistics  of  stork  ano  i ciascellaneous  items,  e 
of  crop  and  financial  conditions.  ~°na  cuot,atlons  _>and  resum 

Railway  Times,  1850  to  l R7n  / T ^ ■ 

tracts  from  ProceedimV  f T'„P(S  Contains  ex- 

the  English  stockhoidtrs  ete  °f,flrectors»  etc-  of 

statements  published  bv  the  ac'ticady  all  letters  or 

contained  in  tMs  serl  T TS!  fro“  1861  M 1870  are 
reference  used  for  the  -ppi  th?  most  imP°rtant  single 

The  set  1 complete!)  ? ‘ Buil61“e»  Chicago,  111. 
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'HLLI0GRAirHY. 


RAILVAY  AiTD  FINANC IAL  PIRIOLICALw . (Cent.) 


n. 

Railvay  Journal.,  1854.  (Philadelphia,  John  Creair  Library, 
Marshall  Field  Building,  Chi:  ago.  111.)  Of  very  little  im- 
portance . 

American  Railway  Journal,  1850  to  1860. (New  York,  1850  to 
1860)  Contains  a great  many  statements,  notices,  advertise- 
ments, reports,  editorials,  etc.  inr  egard  to  the  Illinois 
Central.  The references  to  the  Dubuque  and  Sioux  City  Railway 
are  especially  important.  A large  number  of  official  state- 
ments of  this  company  are  included.  (James  Hill  Railvay  Col- 
lection, University  of  Wisconsin  Library,  Madison,  V'is.) 

Railroad  Record,  1849  to  1853  (Cincinnati,  1849  to  1853)  Du- 
plicates material  in  American  Railvay  Journal  and  adds  some 
additional  information  of  slight  importance . (Mercantile  T i- 
brary,  St.  Louis,  Mo.) 


MISCELLANEOUS  PUBLICATIONS . # 


Illinois  Monthly  Magazine,  complete.  (Vandalia,  111.,  1830) 
Contains  some  interesting  information  in  regard  to  early 
plans  for  building  a railroad  or  canal  through  the  state. 

£ -Chicago  Historical  Library,  4 "hi cage,  Ill.JJ  Q 

Fergus  Historical  Series,  Nos.  17  and  24.  (Publications  of 
the  Chicago  Historical  Society)  Personal  reminiscenses , etc. 

Regan,  Vi ids  of  America  ^Gfeicago  Historical  .Library C H 

J. IT. Peck,  Gazhteer  of  Illinois,  1837 /(Chicago  Historical  Li- 
brary.,._Chi cago , 111  . Q 0. 

H.j.  Tanner,  Views  ol  the  Valley  of  the  Mississippi  River 
({Chicago  Historical  Library  0 C H 


Puolications  ol  the  Cairo  City  and  Property  Company. 
(^Illinois  State  Historical  Library,  . Springfield J,  lil.jj  /ft 

An^on. , The  Past,  Present  and.  Future  of  the  City  of  Cairo. 
(-Illinois- State  Historical -Library,  -Springfield.  111.)  j y 

Henry  Long,  Report  on  the  Condition  and  Prosnect  of  Cairo 
( Illinois -Historical  Library,  Springfield,  111.)  j U 


The  above  miscellaneous  pamphlets  were  used  in  chapters  I and  II. 
+?eClflc  references  are  not  given  to  any  of  them  in  the  text,  but 
, e writer’s  views  are  based  very  largely  on  material  found  in 
these  publications.  They  are  all  rare  books  without  dates  in 
many  cases,  but  they  can  be  obtained  at  the  libraries  referred  to 
by  use  of  the  author  and  title  only.. 
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BIBLIOGRAPHY 


MIC  GET  lANKOUG  PT.TPL  I CAT  I QNS  (Cent.) 


Annual  Reports,  Chicago  Board  of  Trade,  1858  to  1870.  (Chi- 
cago, 1858  to  1870)  Give#  statistics  of  the  city  of  Chicago, 
including  receipts  over  var ic110  + 


W.f.  Ackerman,  Early  Illinois  Railroads.  (Fergus  Historical 
Series  Wo.  S3,  Fergus  Printing  Co.-,  Chicago,  1884)  Contains 
some  valuable  information,  but  on  the  whole  is  of' little  £ 
historical  importance. 


Davidson  >tuve,  A Complete  History  of  Illinois  from  1673  to 
1884.  (2nd  Edition,  Springfield,  W.H.  Rokker,  1884)  Treats 
the  Illinois  Central  from  a biased  point  of  view. 

: . Moses,  Illinois  Historical  and  Statistical  Fergus  Print, 
Chicago,  1889-1892)Gives  seme  interesting  information,  but 
not  of  great  historical  value. 

Hinsdale,  The  Old  Northwest.  (New  York,  1888 — T.  MacC'oun) 

A. T. Andreas,  History  of  Chicago.  ( A. T. Andkreas,  Chicago, 1884- 
lu-3  3 . . ) i* airly  accurate  and  contains  some  valuable  infor- 
mation on  the  relations  of  the  city  of  Chicago  and  the  Illi- 
nois Central.;)" 

Sidney  Breese,  The  Early  History  of  Illinois.  (E.B. Myers  & 
do.,  Chicago,  1884)  The  Appendix  contains  correspondence  be- 
tween Sidney  Breese  and  Senator  Douglas  in  regard  to  their 
respective  influence  in  securing  the  federal  land  grant  act. 

Helper  The  Impending-  Crisis  of  the  South  (A. B. Burdick,  New 
i.cik,  1860)  Treats  of  conditions  in  the  South  a,t  the  com- 
mencement of  the  rivii  War  and  shows  the  relation  bet  een  tte 
veso  ano  South.  (Cf.  Olmsted's  various  travels  in  the  South) 

G.  Gale,  Upper  Mississippi  (Clark  A Co.,  Chicago,  1867)  Re- 
fers lo  early  history  of  Galena,  but  is  of  little  value. 

J. B. Sanborn,  Congressional  Grants  of  Land  in  Aid  of  Railways. 
(University  cf  Wisconsin  Publications,  Madison,  18S9)  Chapter 
f1  a summary  of  Congressional  legislation  respecting 

tne  Illinois  Central.  An  accurate  treatment  of  the  subject. 

Newton,  Railway  Legislation  in  Illinois,  1828  to  1870. (Mss. 
t lesis  in  University  of  Illinois  Library)  Gives  a summary  of 
legislation  by  Illinois  on  railroads  and" canals  from  1828  to 
1870.  Of  fair  historical  value. 


lake.  Of  special  importance 
of  -Illinois  Library,  Urbana, 
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| Aside,Athe  books  and  articles  by  Fite,  Sanborn,  and  Ackerman,  the 

secondary  material  relating  to  the  Illinois  Central  is  practically 
worthless.  With  slight  exception  all  published  material  relating 
to  the  history  of  the  company  is  based  on  Mr.  V.  TL  Ackerman’s 
paper Ifoef ore  the  Illinois  Historical  Society  £>: n Early  Illinois 
Railroadlp  The  paper  is  excellent  so  far  a,s  it  treats  of  events 
coming  under  Mr.  Ackerman’s  personal  observation,  but  the  remain- 
der is  merely  a collection  of  interesting  incidents.  Very  little 
secondary  material  is  absolutely  inaccurate,  but  at  the  same  time, 
an  e^Jally  small  portion  is  of  real  historical  value. 
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APPENDIX 


CORRESPONDENCE  BETWEEN  HON.  SIDNEY  BRELS  E AND  HON.  STEPHEN  A 
DOUGLAS  WITH  REFERENCE  TO  THE  CLAIM  OF  TH  TATTER  TO  HAVE 
ORIGINATED  THE  IDEA  OF  THE  ILLINOIS-CENTRAL  RAILROAD . 


Letter  of  Hon.  Sidney  Breese  to  the  Editors  of  the  "Illinois 


State  Register",  from;  the  Daily  Illinois  State  Register,  December  28, 
1850. ) 


Gentlemen: — Your  letter  of  the  19th  is  before  me,  in  which  you  quote 
from  the  Benton  Standard  that  I am.  "out"  for  the  Holbrook  charters, 
etc.:  and  you  say  that  if  I am,  I am  alone  among  the  delegates  from  the 

South.  How  ao  you  know  this? 

I am  ,in  favor  of  accepting  the  release  of  the  Cairo  Company,  but 
at  the  same  time  not  disposed  to  ride  rough  shod,  over  the  rights  of 
that  company  or  of  any  othe.  .1  am  for  doing  justice  to  all.  If  that 
company  can  make  the  road  in  the  shortest  time,  and  in  the  best  manner, 
ana  without  any  expense  to  the  State,  and  offers  advantages  well  se- 
cured, over  and  above  all  other  companies,  then  I am  for  it,  most  de- 
cidedly. I am  for  having  the  roaa  made,  and  in  the  shortest  time,  and 
in  the  best  manner,  and  I care  not  who  makes  it.  The  (Illinois) -Cen- 
tral Failroad  has  been  a controlling  object  v ith  me  for  mere  than  fif- 
teen years,  and  I would  sacrifice  all  my  personal  advantages  to  have  it 


1835,  and  when  in  the  s enate,  passed  three  different  bills  through  that 


body  to  aid  in  its  construction.  My  successor^  had  an  easy  task,  as  I 
opened  the  wray  for  him,.  It  was  the  argument  contained  in  my  reper  ts  on 

it  that  silenced  all  opposition,  and  made  its  passage  easy.  I claim 


Carlyle,  Dec.  23,  1850 
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the  credit  and  no  one  can  take  it  from  me.  As  for  ftp.  Holbrook  and  his 
charters,  I care  not  a straw,  but  I am  for  doing  justice  and  for  making 
‘che  road.  I doubt  whether  you  are  or  not.  What  right  have  you,  or  any 
others,  go  denounce  the  Cairo  Company,  ana  endeavor  to  make  it  odious 
ana  deprive  it  of  its  rights? 

Yours  respectfully, 

S.  Rreese. 

Letter  from  Hon.  Stephen  A.  Douglas  to  Hon.  Sidney  Rreese. 

(Prom  the  Daily  Register,  Springfield,  111 ., 1/20/51) 

Washington,  Jan.  5,  1851. 

Jly  dear  sir:  Ihave  been  amused,  inc  erested,  ano  instructed  by  the 

perusal  of  your  letter  of  the  15th  ultimo,  tc  the  ^ditors  of  the  State 

A 

Register 

We  ( sreese  and  Douglas)  entered  congress  together  in  December, 

1845,  you  a senator  and  I a member  of  the  house.  On  the  27ph  of  that 
month,  you  presented  a memorial  of  the  "Great  Western  pail way  Company, " 
praying  the  right  of  preemption  for  Mr.  Holbrook  and  his  associates  to 
a poition  of  the  public  lands  over  which  this  contemplated  road  was 
pioposed  to  be  run.  This  memorial,  on  your  motion,  was  referred  to  the 
committee  on  public  lands,  and  on  Feb.  25,  1844,  Mr.  Wood bridge  of  Mi- 
chigan, as  a member  of  that  com;  ittee,  reported  a bill  in  pursuance  of 
the  prayer  of  the  memorial,  " to  grant  tc  the  Great  Western  Railroad 
Company  the  right  of  way  through  the  public  lands  of  the  United  States, 
ana  for  other  purposes.'*  This  bill,  if  my  recollection  serves  me  right 
was  proposed  by  yourself,  and  shown  to  me  before  it  was  reported  from 
uhe  committee.  You  urged  Col.  McClernand  and  myself,  and  I presume 
ouher  members  oi  the  delegation,  to  give  it  our  countenance  and  support 
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which  we  declined  ho  do,  and  gave  you  our  reasons.  V.Te  insisted,  in  tte 
iirst  place,  that  whatever  grant  was  made  for  railroads  in  our  state, 
should  be  conferred  upon  the  state  of  Illinois,  and  not  upon  an  irre- 
sponsible private  corporation.  We  had  no  faith  in  Mr.  Holbrook  and  his 
associates— none  in  their  ability  to  make  the  road— nor  in  their  pur- 
pose to  make  a serious  effort  for  its  construction.  We  believed  the 
object  was  to  enable  Mr.  Holbrook  and  his  associates  to  sell  their 
charter,  with  the  preemption  attached,  for  a large  amount  in  Europe, 
where  their  value  or  rather  their  worthlessness  was  unknown,  and  then 
abanaon  the  whole  concern.  We  urged  that  the  effect  of  the  measure 

W0Uld  De  bo  suspend  the  land  sales,  and  consequently  prevent  the  settle 
ment  of  the  country  for  the  period  of  ten  years,  without  the  aighe- 
s lightest  hope  of  securing  the  construction  of  the  road;  at  the  same 
time  that  it  would  deprive  us  of  any  chance  of  providing  a grant  of 
lana  to  the  state  to  aid  in  the  construction  of  that  important  work. 

1 °r  bnese  reasons,  and  perhpas  other  s which  have  now  escaped  my  recol- 
lection, we  endeavored  to  impress  upon  you  the  inutility  of  such  a 
scheme,  and  suggested  the  alternative  of  introducingi  to  the  senate  a 
bill  making  a donation  of  land  to  the  state,  to  aid  the  construction  of 
t'he  ( Illinois) -Central  Railroad. 

iOU  declined  the  suggestion,  however,  and  persevered  in  pressing 
your  bill  for  the  benefit,  of  the  Holbrook  Company  through  the  senate 
upon  the  ground  that  a preemption  right  to  the  company  would  answer  all 
tne  purposes  as  wel1  as  a grant  to  the  state,  and  that  there  was  not 
tne  least  reason  to;  hope  that  such  a donation  could  be  obtained.  At 
tne  next  session,  to-wit,  on  the  12th  of  December,  1844,  you  introduced 
she  same  bill,  or  one  similar  In  its  previsions,  with  the  exception 
that  you  inserted  the  words  "the  state  of  Illinois"  instead  of  the  Hol- 
brook Company,  as  the  party  to  which  the  preemption  right  was  to  be 
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given.  You  were  kind  enough  to  inform  me  that  you  had  made  this  alter- 
ation  in  defence  to  my  opinion  and  to  avoid  the  objection  to  making 
grants  to  private  corporations.  Shis  bill,  on  your  motion,  was  refer- 
red to  the  committee  on  public  lands,  and  on  January  83,  1845,  was  re- 
porteo.  back  by  Mr.  (Win.)  Footbridge  (U.S. Senator  from  Michigan3  with  an 
amendment.  I can  not  recollect,  nor  can  I learn  from  the  journal, 

that  you  ever  moved  to  take  uP  the  bill  for  action  or  attempted  to  pas  - 
it. 

At  the  next  session,  to-wit,  on  Jan.  15,  1846,  you  introduced  a 
bill  to  grant  to  the  state  of  Illinois  certain  alternate  sections  of 
tne  public  lands  to  '•aid  in  the  construction  of  the  Northern-Cross  and 
(Illinois) -Central  railroads  in  said  state."  This  bill  was  referred 
to  the  committee  on  public  lands,  of  which  you  had  become  chairman;  and 
on  February  84,  was  reported  back  by  you  with  certain  amendments  and 
accompanied  by  a special  report.  I suppose  that  this  is  one  of  the  re- 
ports to  which  you  refer  m your  letter,  where  you  say,  "It  was  the 
argument  contained  in  my  reports  on  it  that  silenced  all  opposition.... 

I have  carefully  examined  the  journal  and  minutes,  in  connection 
■.  ith  one  of  the  officers  of  the  senate,  and  find  that  the  record  sus- 
uamSmy  recollection,  that  you  never  moved  to  take  up  that  bill  from 
the  day  you  first  reported  it.  At  the  next  session,  to-wit,  on  Decem- 
ber 17,  1846,  you  introduced  a bill  for  the  right  of  way  and  a preemp- 
tion right,  omittting  the  donations  to  the  state,  to  aid  in  making  the 
road.  This  bill  was  also  referred  to  the  committee  on  public  lands, 
and  on  January  4,  reported  back  with  an  amendment,  accompanied  with  a 
report  iron  yourself.  It  ooesnot  appear,  however,  that  it  was  ever 
acted  upon  by  the  senate,  much  less  passed,  notwithstanding  your  report 
"silenced  all  opposition  and  rendered  its  passage  easy."  I do  not  re- 
gard  the  failure  to  urge  the  passage  of  this  bill  a very  great  mis- 
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fortune,  however,  inasmuch  as  it  only  would  have  allowed  the  state  to 
enter  the  lands  at  one  dollar  and  a quarter  per  acre,  upon  the  further 
condition,  that  we  would  make  a railroad  through  them. 

X have  now  drought  down  the  history  of  this  question  to  the  oeriod 
when  I became  your  colleague  in  the  senate.  Although  you  had  introduce 
several  bills  at  different  times,  you  haa  never  seriously  urged  the  pas 
sage  of  out  one,  and  that  was  a bill  to  grant  a preemption  right  to  the 
Holbrook  Company  instead  of  a donation  to  the  state. 

ihe  difference  be  owe  e n us  at  this  time  was  precisely  the  same  as 
it  had  been  auring  uhe  preceding  four  years.  You  were  the  champion  of 
the  policy  of  granting  preemption  rights  for  the  benefit  of  a private 
company,  and  I was  the  advocate  of  alternate  sections  to  the  state,  to 
aid  in  the  construction  of  the  roads. 

During  the  summer  01  1847,  after  I had  been  elected  to  the  senate 
but  before  the  time  had  arrived  for  my  taking  my  seat,  I travelled 
over  a considerable  portion  of  the  state,  and  wherever  I went  I told  my 
friends  that  I should  insist  upon  a donation  instead  of  a preemption, 
ana  that  the  grant  should  be  made  to  the  state  in  lieu  of  the  Holbrook 
Company.  /ou  can  learn,  if  you  will  take  the  trouble  to  inquire  of 
Hon.  Thomas  Dyer,  who  is  now  a member  of  the  legislature  v.ith  you,  that 
in  the  month  of  September  of  that  year,  I urged  him  and  many  other  citi 
zens  of  C hicago  to  hold  public  meetings  and  to  send  on  memorials  in  fa- 
vor of  a o onation  of  lands  to  the  state,  to  aid  in  the  construction  of 
uhe  ( Illinois ) -Central  railroad  and  in  favor  of  one  terminus  at  Chicago 

It  was  necessary  that  the  road  should  coni  ect  with  the  lakes  in 
order  to  impart  nationality  to  the  project  and  secure  For  them  am 
Eastern  votes.  The  old  line  from  Galena  lo  Cairo — parallel  to  the  Fis- 

sissippi,  with  both  termini  resting  on  that  stream was  regarded  by 

o'Ui?  eastern  friends  as  purely  a sectional  scheme,  calculated  to  throw 
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t/he  whole  trade  upon  the  Gulf  of  Mexico  at  the  exepense  of  the  cities 
on  the  lakes  ana  the  Atlantic  seaboard.  TJy  making  an  additional  termi- 
nus at  Chicago  it  would  connect  the  lower  Mississippi  with  the  lakes, 
the  St.  Lawrence  with  the  Gulf  of  Mexico,  and  the  Upper  Mississippi 
■Valley  with  both.  I urged  these  considerations  wherever  I went,  not 
doubting  that  I should  convince  you  of  their  force  when  e should  meet 
at  the  capital.  When  we  arrived  in  this  city  I had  an  interview  with 
you  upon  the  subject,  before  the  two  houses  were  organised,  and  e:  ulain 
ed  my  views  to  you  in  full.  You  treated  me  and  my  opinions  with,  kind- 
ness and  frankness,  but  at  the  same  time  insisted  that  your  olo  plan  of 
a preemption  right  was  advisable  under  all  the  circumstances  in  pre- 
ference to  a grant  of  lands  to  the  state.  Iu  is  but  just  to  you  to  say 
that  I did  not  understand  you  as  being  opposed  to  a grant  of  land  to 
our  state;  but  you  had  no  faith  in  the  possibility  of  accomplishing  it, 
and  therefore  thought  it  idle  to  make  the  effort.  You  were  also  kind 
enough  to  show  me  a bill  which  you  had  already  prepared  for  a preemp- 
tion right  and  to  read  to  me  a very  elaborate  report  which  you  had  writ 
ten  in  vacation  in  behalf  of  your  bill,  so  as  to  make  it  a donation  to 
the  state,  ana  to  change  your  report  so  as  to  make  it  correspond  with 
the  bill  as  modified.  I assured  you  that  I did  not  desire  to  lead  in 
the  matter,  nor  even  have  my  name  connected  with  it;  that  inasmuch  as 
I was  elected  for  six  years,  and  your  reelection  would  come  on  at  the 
end  oi  two  years,  I was  anxious  that  you  should  become  the  author  of 
the  measure  and  take  full  credit  for  its  success;  but  that  I could  not 
consent  to  go  into  a struggle  for  a thing  where  succes  would  be  de- 
feat, and  the  attainment  of  it  would  be  of  no  manner  of  service  to  our 
constituents.  You  will  doubtless  recollect  that  ve  had  several  other 
interviews  upon  the  subject  between  that  time  and  the  0f  the  month 

in  which  the  same  points  were  discussed  and  the  arguments  pro  and  con 
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recapitulated  without  being  able  to  harmonise  our  conflicting  opinions, 

t 

and  it  was  finally  agreed  that  each  should  pursue  his  own  course.  At 
length  on  the  20th  of  December  (1847)  you  introduced  your  old  -preemp- 
tion bill  and  had  it  referred  to  the  committee  on  public  lands.  Sub- 
sequently Messrs.  Elihu  3.  Washburne  and  0.0. Pratt  of  Galena  called  to 
sej  me  at  my  rooms  at  Willard's  Hotel,  and  I explained  to  them  the 
points  of  difference  between  us.  They  will  do  me  the  justice  to  say, 
if  they  recollect  the  conversation,  that  I spoke  of  you  in  terms  of 
kindness  and  respect,  and  regretted,  our  inability  to  harmonize  our  ac- 
tion upon  this  question,  as  a misfortune  which  I was  anxious  to  a void  . 

I showed  them  at  the  same  time  a memorial  which  I had  just  re- 
ceived. from  Chicago,  in  favor  of  a grant  to  the  state,  with  a letter 
from  Justin  Butterfield,.  Esq.,  informing  me  that  active  steps  had  beer- 
taken  to  procure  petitions  from  all  parts  of  the  state  in  support  of 
the  application.  Those  gentlemen  were  delighted  with  the  movement,  and. 
seemed  amazed  that  you  should  give  any  other  the  pr  eference,  especially 
in  direct  opposition  to  the  instructions  of  our  legislature,  which  you 
had  presented  to  the  United  States  Senate  on  the  22nd.  of  Februarj/,  pre- 
vious. $ 


/ On  January  9,  1847,  Hon.  Silas  Noble,  a senator  from  the  district 
composed  of  the  counties  of  Pock  Island,  Henry,  Whiteside,  and 
Lee,  presented  to  the  State  senate  of  the  15th  general  assembly,  then 
in  session,  "The  petition  of  John  Dixon  and  others,  asking  thelegisla- 
ture  tc  instruct  our  senators  and  request  -our  representatives  in  con- 
gress to  pas  a law  granting  to  the  state  a quantity  of  land  in  to  aid 
her  in  uhe  completion  of  the  Northern  Cross  and  ( Illinois ) -Central  Pail 
roads,"  which  was  read  and  on  motion  of  Peter  Warren  of  Shelbpr  C'o.,  re- 
ferred to  the  committee  on  public  roads. Senate  Journal,  111.,  1847, 

page  91. 

On  the  14th  day  of  the  same  month,  in  the  same  body,  "Nr.  Noble 
frcm  the  committee  on  public  roads,  to  which  was  referred  the  pd-ition 
of  John  Dixon  (of  Lee  Co.)  and  ethers,  asking  the  legislature  to  in- 
struct our  senators,  etc.,  reported  the  following  resolution: 

" Pesolved  by  the  Senate,  the  House  of  Representatives  concurring 
herein.  That  our  senators  in  congress  be  instructed  and  cur  representa- 
tives requested  to  use  their  best  endeavors  to  procure  the  passage  of  a 

( continued,  on  page  240) 


- J -*■ '•  -1'-1  *t'»;  ©«:'  fcltO  "'£Sri  r>J  9 £<■•■  t ; : ■ ■ o • .'i'.jl  , OQj/jI'JJ  XOXM"-' . 

♦ 2 fxoo  . o aid  v/.'i e r>r<T  b j. I.  o.ri-3  jfIoj3©  j,Bifd  oea'igjs  YlXjsrfxt  bjbv-  dl  jj 

(5  ^ OS  Slid  XIO  ftdgneX 

J'  ° *■  ■ ted  Oc  .>:.-xxo'  •..  Ji  'jarf  bn.s  XI iff  noxo 

■ ’ . ' ; . r ..  txa  . 

^ ».  XeJoH  ■ '.tx:  t.i  i dn  ojnooi  \n . dn  j;;-:, 
t',rJ3-  c.-  : ©n-  1 -tlx-’  Y xfi  .-v  ';ec;  • f£"  ©0X[9*i3l*iin  'io  adnxoq 

1 d • u-  «noi.j  x Ms  . nno  end  docifoos-i  yohj  i 
r' ’ v;  ' ‘X  r- C’O d t • Ten  ~n  t j >£■:.  ©*i  . ..  os  on  ox 

- u ..  3 s . s , noit 

rx>X‘iO'iLfe'.;ij  s ©;■  xo  c u:  t-rid  d\s  xsnj  .by  oiia  I 

'■•  ' 1 . e i^oiriO  - ioi'i  .bsvfy 

vi'ilMO'  Ij'X  ..  ;J  . • OX  - i Mv.'.T d i 1:1.-’  ■ il  ■ lo-Vf 

■°  ‘‘U8  1 1 1 ' - ric  '":o  ad’inq  XX.-  nio-r'J  artojtfidsq  ennoo-iq  oo  neiLsJ 

bedrfgileb  91$  , . >rfj 

t*  •"■'*■■■-  x*  x ©r£o  qan'o-o  Y£U3  Gvi  ■ oXi/orfs  uov  jjsrlj  be^jsitte  UV  :VX- 
,sr  Jvlv  Xr;x  !9  : xn  *io  nfoid-n -ideal  end  od  aoidigogqo  doe'xio  ax 

t G'-»  -d  c >.  < .j6u  inlT  ■ j ’d  ''  Jneea  q 


d - ‘”d  :■  .r  . 1 id  j-'  o ■ if  tou  m > o y 

. )ir;  - h 

noi. , . Lrj  i£  s,.S  f ,;  ■ ■■  ■>.  - 


.e  telb  nl  . ■ : r . 

•n  j."  ~ : foQ  ‘ 'to  --iy  kYuosj 


. nor  ,V.\-  I t \;-innrnfi,  nO 
erld  f.o  jbegoqinoo 
xtx  >7  7'  edn  ,.e  • fo  • -j  o.,.-  bodnoaeqq 

-x-XaxMsX&.id'  onijl'-M'  . s">  .rdo  • o :i  ’ m o’d  'fa  noid‘r  - rrfW" 

, 

e.m  oo-  fH  o/f.r  ’to  d j v-n  ;u  x?  ©djsds  end-  od 


, os  J 


I lit 


— r.  t.  .)- 


r 'll  L ) £\  1 . ?'  «■  : • f*i-  ; 1.  ) ■,  O’ , ' M.  ; ' ;;  . 


wixe-. ' c-n'i'”  .noxaass  nr 

xodnnss  m:uo  dori-xj  .n.x  )j  sand 

- id.  x;rM.{  -•  7 1 x7  ejsq  od  aas'i=i 


l i .i 


e a©  jo 

; O.Sf'S.’r; 


q- 


1 >fl  io  £ 

r : C'  < ■■  ' n > -;dr  •: 


oo  snd  fii  xsfl 
rioirivY  " , abjso’i 
o od  :>0‘iao7 
.77  © .;. ; tjq 

, rid  i c f:3  ©rid  rij  Y^b  ridM  eiid  nO 

od  t s 0/30*1  oxlrfjq  no  Goddiffinoo  9rid  :aoTi 

' ' [ .0  ) 

i ' O . 

. jn-e* -I'  • .1  i » eouoj  Cjfd  ^odnno n did  r!  o©vIov©5I  " 

bf  doxTid  sii  erf  «36*r  jcoo  ni  siodBixe  n m.  jo  dJsriX'  ,ni©rxoa 

■ ■-O'.  ‘..'On  9 d M9Cf  Mrxoiid  Sc-.u  jJ  Ot-O  3 6 J ..lOO:  MOV  Id 


no  Id  Id;- 
-fix  od 


l Y O't  ;3  ' lj.lt.  ill 

. i.fd  bo'XTo  'teo  -mr.  - rfoinf 


:noxv 


240 


They  told  me  tha-t  they  would  call  upon  you  next  morning,  before 
the  senate  me  {""and  urge  you  to  give  your  support  to  this  plan  for  the 
good  of  the  state,  in  preference  to  a preemption  for  the  benefit  of  the 
Holbrook  Company.  I authorized  them  to  say  to  you  that  if  you  would 
yet  change  your  bill  in  this  respect  I would  not  introduce  my  own  but 
would  support  yours,  and  thus  enable  you  to  reap  the  whole  credit  of  th 
measure.  I still  had  hope  that  you  would,  modify  your  bill  and  views  in 
this  respect,  and  enable  us  to  act  together  for  the  benefit  of  our  con- 
stituents. On  the  next  day  (January  20)  about  12  o’clock,  when  the 
senate  was  just  assembly.,  I approached  you  at  your  desk  under  the  im- 
pression that  Messrs.  Washburne  and  Pratt  had  had  their  interview  with 
you,  ana  again  asked,  you  to  change  your  bill  into  a donation  to  the 
state,  which  you  promptly,  though  in  a kind  and  respectful!^  manner, 
refused  to  do.  I then  went  tc  my  own  seat,  and  in  a few  minutes  intro- 
duced my  bill  for  a grant  of  land  to  the  state,  which  was  then  read  a 
first  and  second  time  and  on  my  motion  referred  tc  the  com:;  ittee  on 
public  lands;  and  on J January  24,  was  reported  back  without  amendment, 
and  on  April  19,  on  my  motion,  was  taken  up  and,  by  order  of  the  sen- 
ate, made  the  special  order  for  Wednesday,  May  3;  and  on  May  4 (1848), 
on  my  mouion  was  considered  in  the  committee  of  the  whole,  read  a 
third  time,  passed  the  senate  by  a large  majority,  and  sent  to  the 
house  for  their  concurrence. 

It  must  not  be  inferred  from,  these  facts  taken  from  the  record 
that  you  opposed  the  bill.  Such  an  inference  would  be  unjust  as  it  is 
unfounded.  I recollect  distinctly  a few  minutes  after  I introduced  the 
bill  of  seeing  you  in  animated  conversation  with  Messrs.  Partt  and 
"washburne,  ana  that  you  came  directly  from  them  to  me,  and  express  ed 
your  regret  that  I had  introduced  the  bill,  and  that  you  were  • il  ing 
to  change  your  own  to  suit  my  wishes . I told  them  that  it  was  now  too 
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late  to  do  that,  but  as  my  bill  had  been  referred  to  the  committee  on 
which 

public  lands,  of/you  were  chairman,  vou  could  take  the  renort  which  you 
had  prepared  in  behtLf  of  your  preemption  bill,  strike  out  the  words 
"preemption  right#  wherever  they  appeared,  ana  insert  the  orar-  "grant 
of  lands  to  the  state"  in  their  place,  and  with  a few  other  slight 
amendments  the  report  would  fit  my  bill  as  well  as  yours.  Ycu  agreed 
to  this  suggestion,  and,  for  the  time  being,  abandoned  your  preemption 
scheme,  and  on  January  24,  you  reported  back  my  bill,  without  amendment 
accompanied  with  your  report,  so  modified  as  to  suit  its  provisions. 
Fourteen  days  afterwards,  howrever,  to-wit,  on  February  7,  you,  as  chair 
man  of  the  same  committee,  reported  favorably  upon  your  preemption 
bill,  and  placed  it  upon  the  calendar,  in  competition  with  my  bill  for 
the  grant  of  lands.  I complained  ofthis  as  being  calculated  to  defeat 
the  donation  to  the  state;  that  we  could,  hardly  expect  congress  to  make 
our  state  a donation  of  lands  while  one  of  our  senators  was  urging  the 
passage  of  a bill  to  compel  the  state  to  pay  a dollar  and  twenty-five 
cents  per  acre  for  them.  You  disavowed  all  desire  or  purpose  to  defeat 
my  bill,  and  declared  that  your  only  object  in  reporting  your  own  was 
to  get  it  upon  the  calendar,  where  it  could  be  taken  up  and  passed 
when  mine  had  been  voted  down. 

I at  once  acquitted  you  of  any  intention  or  purpose  to  defeat  a 
grant  of  land  to  the  state,  but  attempted  to  convince  jrou  that  the 
pressing  of  a bill  by  you,  which  required  the  state  to  pay  the  full 
price  of  the  lands,  muar-inweirf-vly-  must  inevitably  defeat  the  passage 

§ (continued  from  page  239)  bill  similar  to  the  one  introduced  by 
Hon.  S.  Breese  at  the  last  session  of  corgress,  granting  to  the  state 
of  Illinois  a quantity  of  land  to  aid  her  in  the  completion  of  the 
Northern  Cross  and  ( Illinois ) -Central  railroads." 

On  motion  of  Mr.  Noble,  the  rule  was  dispensed  with,  and  the  re- 
solution read  and  adopted."  Senate  Journal,  Illinois,  1847, page  116. 

The  resolution  was  afterwards  adopted  by  the  house,  and  is  pub- 
lished in  the  laws  of  1847,  page  172. 
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of  a bill  bo  grant  the  lands  to  the  state  without  payment;  and  even  if 
you  succeeded  in  passing  your  bill,  it  coula  he  of  no  service  to  us,  as 
the  state  possessed  the  right,  and  had  unfortunately  exercised  it,  of 
entering  a large  amount  of  public  lands  without  any  such  law.  You 
thereupon  agreed  to  let  your  bill  sleep  until  mine  had  be  n voted  upon, 
and  luckily  the  passage  of  mine,  on  May  4,  rendered  yours  obsolete.  The 
great  battle  was  yet  to  be  fought  in  the  house  of  representatives, 
ana  there,  be  it  said  to  the  honor  of  our  representatives,  one  and  all, 
that  each  nobly  performed  his  whol  duty,  although  near  the  close  of 
the  session  the  bilj  was  laid  upon  the  table  by  one  or  two  majority, 
ana  coulo  not  be  taken  up  again  except  by  a two -thirds  fh  vote. 

This  vote  in  the  house  of  representatives  was  regarded  as  decis- 
ive of  tiie  fate  of  the  bill,  and  seemea  to  render  it  necessary  to  orig- 
inate a new  bill  in  the  senate  and  send  it  down  to  the  house.  Accor- 
dingiy , early  in  the  next  session,  to— wit,  on  Dec.  18,  1848,  I again 
inti  oaucea  my  bill  in  the  senate,  and.  hao.  it  referred  to  the  committee 
on  public  lands,  and  you  promptly  reported  it  back  without  amendment. 

In  the  meantime,  our  colleagues  in  the  house  lad  succeeded  in 
taking  my  former  bill  from  the  table  and  laving  it  reinstated  upon  the 
calendar  to  oe  againa  cted  upon  in  its  order.  This  circumstance  ren- 
dered the  senate  bill  unnecessary,  and  hence  it  was  never  called  up  for 
action.  curing  this  session,  after  you  had  been  disappointed,  in  your 
hopes  oi  reelection,  you  came  to  me  and  appealed  to  my  courtesy  to  aid 
you  m passing  your  old  preemption  bill,  ana  stated  many  reasons  per- 
sonal to  yourself,  why  it  was  very  important  that  it  should  pass.  I 
hardly  knew  how  to  resist  your  appeals  tc  my  sympathies  and  cor  tesy,  a 
ana  i.as  prepared  to  yield  everything  which  could  be  done  consistently 
with  my  duty  to  our  state.  But  the  conviction  was  irresistably  fixed 
upon  my  mind  that  the  passage  of  your  preemption  bill  would  inevitably 
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defeat  all  hope  of  the  speedy  completion  of  the  ( Illinois ) -Central 
x'-ailroaci . I expressed  these  opinions  to  you  frankly,  as  my  reasons  for 
denying  your  request.  You  then  appealed  to  me  to  allow  your  bill  to 
pass  the'  senate,  with  the  understanding  that  it  woul  not  pass  the 
house  of  representatives;  and  j/ou  stated  your  reasons  for  this  reouest. 
I told  you  that  I would  yield  to  this,  provided  I could  first  be  satis- 
fied that  the^e  was  no  danger  of  the  bill  passing  the  house.  I then 
consulted  Judge  Collamer,  the  late  postmaster-general,  who  was  chairman 
Ox  the  committee  on  public  lands,  whether  it  would  bep  approved  by  his 
committee  and  allowed,  to  pass  the  house  if  it  came  down  from  the  senate 
He  informed  me  that  in  no  event  could  it  pass  the  house  of  representa- 
tives, and  being  fully  satisfied  upon  this  point,  by  him  and  others,  I 
informed  you  of  the  fact,  and  consented  to  the  passage  of  your  bill 
through  the  senate.  Accordingly,  on  January  83  31,  18&9 , your  preemp- 
tion bill  was  taken  up,  on  your  motion,  considered  in  the  committee  of 
the  whole,  and  passed  the  senate.  Here  your  official  connection  with 
the  subject  ceased.  You  retired  to  private  life,  and  whatever  you  may 
have  done  since  to  secure  a grant  oi  land  to  the  staue  in  k unknown  to 
me . 

f 

Neither  of  the  Trills  alluded  to  passed  the'  house  of  representative 
at  that  session,  and  hence  it  was  necessary  to  begin  anew  at  the  open- 
ing of  the  next  session.  In  order  to  secure  perfect  harmony  among  our 
delegation,  and  topay  all  proper  respect  to  the  opinions  of  each,  I 
consulted  them  all  before  I introduced,  the  bill.  We  became  satisfied 
that  it  was  necessary  to  bring  forward  the  (Illinois)-  Central  Pailroad 
in  a bill  by  itself,  disconnected  with  all  cross-roads,  in  order  to  se- 
cure success.  This  point  being  agreed  upon,  the  bill  was  prepared  by 

Col.  (John  A.)  McClernand  and  myself,  jointkrtg,  ana  two  copies  made, 
with  the  understanding  that  he  was  to  introduce  one  into  the  house  and 
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I the  other  into  the  senate.  On  January  5,  1850,  I introduced  the 
bill  into  the  senate  and  had  it  referred  to  the  committee  on  public 
lands.  On  x^ebruary  12,  Gen.  Jas . Shields  from  that  conn  it  tee  reported 
it  bach,  with  'various  amendments,  combined  in  the  form  of  a substitute. 
Luring  the  whole  struggle,  he  and  I acted  together  cordially,  consul t- 
on  all  points  and  harmonising  in  all  our  views  in  reference  to  it.  Of 
course,  it  passed  and  went  to  the  house  of  representatives.  There  the 
great  battle  was  fought  in  which  every  member  of  our*  delegation  acted 

a conspicuous  ana  an  efficient  part.  The  bill  passed  and  the  State 
now  has  the  means  of  completing  the  ( Illinois ) -Central  Railroad.  I do 
not  deem  it  very  important  to  stop  and  inquire  what  individual  is  enp 
titled  to  the  merit  of  the  measure 


Letter  from  Judge  nreese  to  Senator  Douglas. 

(From  the  Weekly  Register,  Springfield,  February  G,  1851.) 

hy  oear  sir: The  exceeding  good  humor  in  which  your  letter  to  me.... 

It  was  known  from  my  first  entrance  into  congress  that  I would  accom- 
plish that  measure  in  some  shape,  if  possible,  (i.e.  the  land  grant) 
and  I have  the  best  reasons  for  knowing,  and  therefore  saying,  that  if 
the  bill  reported  by  Hr.  Woodbridge  in  1844,  granting  apreemption  right 
to  the  great  ( Illinois) -Central  Railway  Company,  incorporated  the  year 
before  by  the  legislature,  and  which  I defended  and  explained  in  the 
senate,  and  which  was  ordered  to  be  engrossed  and  read  a third.  t,ime,  by 
a vote  of  20  to  9,  and  finally  passed  than  body,  on  May  10,  hao  been 
taken  up  in  the  house,  and  the  least  exertion  made  to  pass  it,  it  \ culd 
have  become  a law,  and  the  road  be  now  made  without  one  dollar  of  ex- 
pense to  the  State.  I did  not  myself  prefer  that  the  grant  should  be 
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made  to  the  company,  but  to  the  state;  but  at  that  oay,  with  those  then 
in  power,  it  was  deemed  the  best  that  coula  then  be  had.  t the  ne^t 
session,  without  any  consultation  with  you  or  with  any  other,  not  sup- 
posing you  then  to  be  very  favorable  to  the  rr  o ject,  I introduced  a 
bill  making  the  grant  to  the  state,  which  was  reported  by  Mr.  Wood- 
bridge,  the  chairman  of  the  com  ittee  on  public  lands,  late  in  January 
1S45,  rith  amendments;  and  it  being  the  short  session,  no  opportunity 
occurred  to c all  it  up  and  pass  it,  nor  did  it  seem  necessary,  on  ac- 
count of  the  supposed  indifference  of  the  members  of  the  house  upon  the 
subject.  Having  made  the  preemption  bill  of  1844an  entering  wedge,  ana 
familiarized  the  senate  in  some  degree  to  the  consideration  of  the  im- 
portance of  ohis  road,  by  the  discussion  to  which  it  gave  rise,  and 
having  been  in  the  meantime  elected  chairman  of  the  committee  on  public 
lanos,  v ith  a majority  of  my  own  party,  friends  as  associates,  I did, 
on  January  15,  1846,  ask  and  obtain  leave  to  bring  in  a bill  to  grant 
to  tne  state  of  Illinois  a certain  alternate  sections  of  public  lands, 
oo  aio  in  the  construction  of  the  Northern  Cross  and  ( Illinois ) -Central 

railroads  in  said  state,  which  was  referred  to  the  committee  of  which  I 
was  chairman. 

On  February  84,  1846,  I was  instructed  by  the  committee  to  report 
with  amendments,  and  submitted  a long  report,  accompanied  with  explana- 
tory tables.  This  report  urged  the  importance  of  the  construction  of 
the  Northern  (cross  railroad  to  Quincy,  as  well  as  that  of  the  (Illi- 
nois ) -Central  Railroad.  I founo  even  in  this  no  sympathy  with  our  mem- 
bers in  the  house,  save  perhaps  Mr.  Hoge  and  Mr.  Baker,  and  no  encour- 
agement to  persevere,  and  no  favorable  comment  to  call  it  up  in  the 
senate  fer  its  action,  as  the  minds  of  that  body,  and  of  the  Nation  wee 
much  occupied  and  highly  excited  by  the  Mexican  war,  recognized  to  ex- 
ist m May  of  that  year,  inducing  every  patriot  to  forego  local  measurg 
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for  those  of  a more  national  character.  I was  charged,  too,  at  that 
session  with  the  "bill  to  reduce  and  graduate  the  price  of  public  lands 
which  I had  introduced  on  Dec.  15,  1845,  and  which  I could  not  get 

leave  to  report  back  until  May  7,  1846 You  will  recollect 

that  my  bills,  all  of  them,  established  the  roads  on  the  routes  de- 
fined by  our  internal -improv  ment  system  of  *36  and  '37,  on  which  the 
state  had  expended  such  large  sums  of  monejr;  ana  that  fact  was  a stronw 
argument,  as  I thought,  in  my  report.  In  1847,  you  made  choice  of  Chi- 
cago as  your  home,  and,  as  I understood,  purchased  a large  amount  of 
propertxr  there.  Now  neither  of  my  bills  toucheed  Chicago;  they  con- 
fined the  roads  to  the  old  routes the  ( Illinois ) -Central  Boad,  as 

then  understood,  from  Cairo,  by  l/andalia,  Shelbyville,  Decatur,  Bloom- 
ington,  Peru,  and.  Dixon,  to  Galena.  A new  light  broke  in  upon  you  when 
in  conjunction  xvith  Mr.  Butterfield  and  others  intrusted  in  Chicago,  a 
great  movement  was  set  on  fooot  to  distrub  my  plans  and  to  change  the 
route  of  the  ( Illinois) -Central  Railroad,  so  as  to  make  it  run  to  Chi- 
cago and  thence  to  Galena.  You  can  not  have  forgotten  how  much  sur- 
prised I was  when  you  informed  me  of  your  intention,  after  you  had  ta- 
ken your  seat,  in  December,  *47,  to  bring  forward  this  proposition,  how 

de 

earnestly  I urged  upon  you,  while  admitting  the  importance  of  the  chang 
an  adherence  to  the  old  plan,  and  how  sanguine  I was  if  we  could  get 

a preemption  the  road  would  be  made that  parties  were  then  in  Wash- 

ington,  from  other  new  states  interested  in  railroads,  who  had  re- 
peatedly declared,  to  me  that  they  would,  rather  have  a preemption  for 
ten  years,  on  all  the  land  within  six  miles  of  the  road,  than  an  abso- 
lute grant  of  one-half,  with  the  price  of  the  other  half  raised  to  two 
dollars  and  fifty  cents  per  acre that  by  your  course  we  would  disap- 

point the  expectations  of  all  those  ho  had  hoped,  at  some  time  to  see 
the  Central  Railroad,  .as  then  known  and  called,  completed,  and  t at  I 
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thought  ,it  was  extremely  hazardous,  but  that  if  you  preferred  id,  in- 
stead oi  asking  i or  a preemption,  I would  shape  my  bill,  which  was  then 
before  my  committee,  having  been  referred  on  Dec.  20,  '50,  so  as  to 
make  it  an  absolute  grant,  and.  change  my  report  accordingly,  which,  by 
the  way,  I had  not  drawn  up  "in  vacation",  but  hao  prepared  in  my  com- 
mittee room. 

The  matter  remained  in  this  condition  during  a month,  and  during 
the  interval,  those  memorials,  which  you  yourself  were  instrumental  in 
getting  up,  and  prepared  by  Fr.  Butterfield,  as  I always  understood, 
came  to  you,  which  you  presented  to  the  senate  when,  on  Jan.  21, M7, 

^ ou  S- s h e q and  obtained  leave  to  bring  in  a bill.  go  soon  as  you  had. 
done  this,  you  came  to  me,  and  at  your  request,  we  went  together  to  my 
c cmuiittee -room:  and  seeing  you  determined  to  effect  a change,  and  that 
if  we  were  divided  in  the  senate,  we  would  get  nothing,  I consented, 
to  prevent  such  a result,  to  forego  all  my  own  cherished  plans  and  pur- 
poses, so  that  we  might  act  in  harmony  by  uniting  on  something,  claim- 
ing equally  the  support  of  both.  Influenced,  as  I then  supposed,  by 
uhis  consideration,  you  sat  down  at  my  table  ana  taking  a copy  of  one 
of  my  ’’old  bills"  to  grant  to  the  state  certain  alternate  sections  for 
tne  iiorthern- cross  and  ( Illinois ) -Central  Failroaa,  which  I had.  repor- 
ted in  January,  9 46,  we  together  altered  it  so  as  to  embrace  in  the  1st 

to 

section  a road  irom  'hi cage/ the  Upper  Mississip  i,  and  in  the  2d  sec- 
tion a road  from  Cairo  to  Chicago,  "on  the  most  eligible  rouue, " and  in 
this  lorn.  I reported,  it  three  days  afterward  to  the  senate,  accompnied 
oy  a report,,  which  I had  taken  great  pains  to  prepare,  and  which  Hon. 

J.  Crittenden  said  to  me  was  the  only  report  he  had  read  that  session, 
and  that  he  could  make  a speech  for  the  bill,  which  he  did  do,  and  whin 
I always  believed  i?t  gained  it  many  friends  and  ensured  its  Pas  age. 
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For  harmony  and  to  avoid  distracted  councils,  I yielded  much  to 
you  at  the  risk,  too,  of  losing  many  friends  who  were  deeply  interested 
in  the  other  route.  At  this  very  time,  too,  you  will  remember,  I 
showed  you  a great  number  of  memorials,  then  before  the  comi  ittee,  and 
to  which  I alluded  in  my  report;  one  signed  by  the  then  governor  of  the 
state,  our  present  governor,  and  many  if  not  all  the  members  of  the  con 
vention  then  assembled  to  amend  our  station  constitution,  and  by  other 
citizens  of  the  state,  all  praying  that  the  right  of  preemption  to 
ohese  larids  might  be  granted  to  theGreat  Central  Pailway  Company,  a 
-corporation  which,  once  the  great  favorite  of  the  s tate,  you  have  suc- 
ceeded in  rendering  quite  odious  now.  I had  then,  in  yielaing  to  you, 
disregarded  the  prayer  of  cur  worthy  governor,  the  members  of  the  con- 
vention, and  of  the  most  influential  citizens  of  our  station,  in  dif- 
ferent parts  of  it,  merely  for  harmony  and  to  have  your  aid  in  favor  of 
a project  to  which,  not  being  mine  in  all  its  parts,  you  had,  for  the 
first  time  having-  become  interested  in  Chicago,  manifested  the  least 
concern,  so  far  as  I know  or  believe.  How  far  and  by  what  agency  you 
may  be  considered  to  have  been  "whipped  into  its  support"  I will  leave 
for  others  to  say,  although  I did  not  iLtend  that  expression  in  my  let- 
ter to  the  State  Register  for  you  or  your  colieage;  for  I will  do  him 
the  justice  to  say  he  has  ever  been  a friend  of  the  ( Illinois ) -Central 
Railroad.  This  bill  went  to  the  house  on  Ray  4 heavily  loaded,  as  you 
may  remember,  by  an  amendemtn  pressed  upon  us  by  Mr.  Hubbart  of  Connec- 
ticut and  other  Eastern  members,  with  the  assurance  that  it  1 oulo  give 
the  bill  strength  in  the  house.  ThffiFe  it  was  referred  to  the  com  ittee 
on  public  lands,  of  which  Mr.  Coliamer  was  chairman,  and  by  that  com- 
mittee referred  to  a subcommittee,  consisting  of  Mr.  Evans  of  aryland 
and  Mr.  Me  demand  of  this  state. 
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While  io  v,ras  reposing  in  quiet,  with  that  committee,  I was  informed 
by  txvo  of  our  members,  who  began  to  take  a great  deal  of  interest  in 
the  bill,  that  all  the  members  of  our  delegation,  save  one,  had  joined 
in  a letter  to  the  committee  requesting  them  to  report  the  bill  ithcut 
amendment,  and  at  an  early  day;  but  so  it  was,  when  the  bill  was  re- 
ported back  late  in  July,  the  day  of  the  adjournment  since  die  having 
been  fixed  (if  I do  not  forget)  for  August  14,  it  came  to  the  house 
with  another  amendment  making  an  equal  grant  of  land  for  a railroad  to 
the  ( Illinois ) -Central  P-ailroad  from  Mt.  Carmel. 

In  the  meantime,  between  May  4 and  the  reportf  from  the  house  com- 
mittee, so  long  delayed,  other  bills  of  a similar  character  had  p ssed. 
the  senate  and  were  in  the  calendar  of  the  house,  and  I think  had  ob- 
tained precedence  of  our  own,  and  when  it  was  called  up  for  final  ac- 
tion, it  was  laid  on  the  table  for  want  of  four  votes.  All  the  circum- 
stances attending  this  bill  have  satisfied  me  that  had  the  com  ittee  of 
the  house  reported  it  within  a month,  even  after  the  time  it  was  re- 
ferred to  them,  and  without  amendment,  it  would  have  become  a law.  I 
always  thought,  and  still  think  it  was  not  considered  advisable  to 
pass  such  a bill,  or  any  bill  by  which  the  ( Illinois ) -Central  Railroad 
should  be  made,  while  I was  in  congress;  for,  notwithstanding  the  af- 
fected incredulity  which  you  manifest,  I have  been  always  regarded,  as 
the  truth  most  unquestionably  is,  as  the  originator  of  this  road.  Its 
history  is  short  and  I will  give  it. 

While  I was  the  judge  of  the  second  judicial  circuit,  during  the 
October  term,  *35,  at  Vandalia,  I published  the  Hollowing  letter: - 

Vandalia,  111.,  October  1G,  1S35. 

John  Y.  Sawyer,  Ssq. 

bear  Sir: --Having  some  leisure  from  the  labors  of  my  circuit  I am 
induced  to  devote  a portion  of  it  in  giving  to  the  public  a plan,  the 


n±  "to  L-en  s q£eJ  oJ  ns;nxf  ortvv  ^-lectaQiu  mo  1o  ov;,t  yd 

# ' J ~ « toic  ,.e  &h  '.uio  to  j ie<:  ••.-•  , - L ' s -j  . . r if  • n 

^P1  ocr  mi  it  rtic+F9ijp9i  9-.;,  >0  91W  ob  0 , del  1 

«?i  oa  due  ryjab  • oj  • .an  ds  >***  ^tns..abne 

■ - ' "i  -i-'—birj  >r, . 3 en,  j.o  t :X  =,  ..  • . . * • ;.  • • f bt  j-  ,,J(, 

r'  « 1 -■'  ■ ' " 'd  • > , > . ) b I 11.)  &&X.1 1 n ■ 

od>  r r ' e ^ r[  '--o  dm-,  Ijs-j  '9  its  mliLa  tfxu  lEmem  ratoor.s  rL  X , 

• *’r;>  .--oil  bsoilts.  . r;  0.19  ;oni£  :i  o. 

soil  iii  o ' *id‘  O'  rid  fci  * v r n loud  tf  . € ...  tdXLBOiii  9rio  al 

'''  > ->  t b J V.  • £ e .0  ' - i o 5 . 90  Jo  .Li  L 

uoi  • •••'<•'  0 ‘uebiiolso  rid;  i ©i*  .■  bns  q,;s  i&.  ond 

US  tI'  •>  *i.U  '■  1 901  . *SC»M<T  fj'  -j 

:o  tip  : 10'  9X  ’0  • :co  )1-  £ s,r  j . ,;  ,1, 

3 ° *a  ' 0 Jv  '••-  - >±^£  ,:v-  1,3  : srf  IX.tr  L . jjs  ..  4 

r ^ ' • i ' ■ .. 

•*  ■ di  ,,Mii;do.n  US  0.  0.9, 1 ,.f  S ,u9ik.  od  bs*ri©‘i 

' . ..  . ■ 
.... 

•i  o.'T  <10  c-Lgnoo  1 S ' It  - . ,9.Ck  a 9d  olo'OJiS* 

?9li.ai5)ij.  uoy  £ oid.Y  J , Xub&ioi£.c  nedosl: 
0 in':  ’ J 'r:°vt  - ti  r.j'  0 uO  os  t8i  ylcfs.  oi - 9 >0m  ifctMd  oil, 

• 1 3V  - ; : -1  u-  - 0 1 - i v;  .oii  - l:  - 

to  9 ijlt  ©nor  ss  • I,  aiiifJl 

i .SlXlIMiv  C ' t J'l  . iloO  19d Ou  • 

.9001  •reefovoO  t .1X1  ,silsbns7 

. ; J <•  ‘v;-.  ,y  n ! 

5 J •r  f •-  • '-b  o'  ' enj&£&£ 

' 9lL  Oc  , iiriv i;  ni  ji  > L )ioio^  s eJoveb  oc  ; - : 


P.50 


outline  of  which  was  suggested  to  me  by  an  intelligent  friend  in  'ond 
County  a few  days  since  (Mr.  Waite  of  Greenville),  by  which  the  forth 
may  get  their  long  wished  for  canal,  knd  the  southern  and  interior 
counties  a channel  of  communication  cute  as  essential  to  their  prosper- 
ity. 

In  doing  so,  I have  not  stopped  to  inquire  if  my  motives  may  not 
be  assailed,  ana  myself  subjected  to  unking  remarks,  believing,  as  I do 
that  the  subject  is  of  so  much  importance  as  to  throw  all  personal  con- 
siderations into  the  shade. 

The  plan  then  is  this:  At  the  junction  of  the  canal  with  the  Il- 

linois River  let  a railroad  be  constructed,  to  extend  to  the  confluence 
of  the  Ohio  and  Mississippi,  following,  as  near  as  may  be,  the  third 
principal  meridian,  and  let  the  credit  of  the  State  be  pledged  for  the 

funds  necessary  to  c omplete  both  works.  This  would  be  doing  equal  nd 

impartial  justice  to  three  of  the  kiosl  prominent  portions  of  the  state, 
and  would  create  a unity  of  effort  and  concert  of  action  that  would 
overcome  every  obstacle.  The  general  government  also  would  grant  some 
of  the  unappropriated  land  on  the  contemplated  road  throughout  its 
whole  extent  in  aid  of  the  undertaking,  and  that  it  can  be  accomplished 
with  the  means  we  can  raise  there  can  be  no  manner  of  doubt.  When 
made,  its  benefits  will  be  incalculable.  It  will  make  the  southern  and 
.interior  counties,  cause  them  to  settle,  raise  the  value  of  their  lands 
(which  are  intrinsically  as  good  as  any),  ana  furnish  the  means  of 

transportation  for  their  products  either  to  a Northern  or  Southern  mar- 

ket, of  which  they  are  now  destitute. 

It  is  a stupendous  project,  but  one  so  easy  of  accomplishment,  so 
just,  so  equal,  and  so  well  calculated  to  revive  the  drooping  energies 
of  the  South  and  of  the  interior,  that  no  doubt  can  be  entertained,  if 
our  effort  is  made  at  the  approaching  session  of  tne  legislature,  -',ut 
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that  the  canal  and  the  road  will  be  under  contract  in  less  than  six 
months  after  the  loan  is  authorized. 

No  sectional  objections  can  operate  successfully  against  the  pro- 
ject, nor  will  the  people  complain  of  a loan  the  benefits  of  which  are 
to  be  so  general  and  so  important.  Posterity  will  have  no  cause  of 
complaint  if  we  do  leave  them  a debt  to  pay,  when  at  the  same  time  we 
leave  them  the  most  ample  means  for  discharging  it.  These  things  have 
not  been  r egarded  in  the  proper  light.  ITo  objections  should  ever  be 
made  to  incurring  such  debts  when  the  fund  if  left  out  of  which  to  pay 
them.  As  well  might  the  heir  object  to  taking  his  estate  of  half  a mil 
lion  because  encumbered  by  a mortgage  of  two  hundred  housand  dollars. 

By  a united,  zealous  effort  at  the  next  session,  an  artificial  artery 
through  the  heart  of  our  State,  the  fairest  and  richest  in  the  Union, 
can  be  made,  which  will  not  be  surpassed  by  the  stupendous  achievements 
of  a similar  kind  in  the  other  and  old  states. 

To  avoid  jealousies  and  heart-burnings,  let  the  expenditures  on 
both  works  oo  mmence  at  the  same  time,  and  be  p csecuted  with  ec ual  en- 
ergy, and  when  this  main  artery  is  finished,  it  will  not  be  long  before 
smaller  ones,  branching  off  to  the  Wabash  and:  Upper  Mississippi,  wrill 
be  constructed.  Then  Illinois  will  rival  any  other  State  of  cur  vast 
confederacy,  not  excepting  even  that  which  is  so  proudly,  yet  so  justly 
styled  the  Empire  State . 

To  ascertain  the  interests  that  ca,n  be  brought  to  bear  in  its  fa- 
vor, take  a map  of  the  State  and  trace  upon  it  the  proposed  route,  and 
nouice  the  many  important  and  flourishing  counties  and  towns  it  will 
pass  through  and  which  it  will  benefit. 

Assuming  Utica  or  Ottawa  as  the  point  at  which  the  canal  will  ter- 
minate, the  mouth  of  the  Ohio  bears  from  it  some  few  miles  west.  To 
reach  it,  uhe  road  would  pass  through  La  Salle,  McLean,  Macon,  a part 
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of  Bond,  Clinton,  Washington,  Ferry,  Jackson,  Union  and  terminate  as 
above  in  Alexander  County.  Pursuiig  nearlv  a direct  line,  it  would  pass 
through  Bloomington,  Decatur,  and  Vandal ia,  where  it  would  intersect 
the  National  Road,  Carlyle,  Hew  Nashville,  Pinckneyville,  Mrownsville, 
Jonesboro,  all  seats  of  justice  of  the  co  unties  in  which  they  are  situ- 
ated. Along  the  whole  route,  especially  on  the  southern  portion  of  .it, 
abundant  materials  of  the  best  kind  can  be  had  to  construct  the  work. 
The  distance  from  one  extremity  to  the  other,  on  a straight  line,  is 
only  300  miles,  and  the  necessary  deviations  from  that  course  wrill  not 
make  it  more  than  350  miles. 

Three-  fourths  of  it,  that  is  to  say,  fromUtica  or  Ottawa  to  Pinck- 
neyville, in  Perry  County,  the  surface  of  the  country,  sc  far  as  you 
can  determine  by  the  eye,  is  level  or  undulating;  the  r emaind  er  is 
hilly,  but  by  no  means  mountainous. 

Taking  the  estimate  cost  of  the  Alton  and  Springfield  Road  as 
date,  which  is  on  an  average  fraction  over  $7000  per  mile,  the  cost  of 
this  will  not  exceed  $2,500,000,  a sum  insignificant  indeed,  when  we 
consider  the  iim  ense  benefits  to  ourselves  and  to  posterity  that  must 
flow  from  its  expenditure  for  such  an  object. 

Allowing  fifteen  miles  an  hour  as  the  maximum  of  speed  upon  it,  a 
locomotive  with  its  train  of  cars  can  kindle  its  fire  at  Ottawa  in  the 
morning  and  on  uhe  next  rekindle  it  at  the  junction  of  the  Ohio.  Prom 
this  point  an  uninterrupted  communication  exists  at  all  seasons  with 
every  part,  of  the  world,  and  when  the  canal  and  the  ai  lakes  of  the 
North  are  locked  up  by  ice  tie  markets  of  the  South  can  be  reached  with 
certainty  and  speed  by  the  railway  and  the  Mississippi. 

Let  then  the  South,  the  interior,  and  the  North  unite let  the 

project  be  submitted  at  the  comirg  session,  let  the  loan  be  authorized, 
and  let  us  all  enter  upon  it  with  that  determined  spirit  which  should 
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characterize  all  great  undertakings  and  success  if  certain.  They  who 
shall  be  instrumental  in  its  commencement  and  completion  * ill  have  e- 
rectea  for  themselves  a monument  more  durable  than  marble,  and  through- 
out all  future  time  will  receive,  as  they  veil  deserve,  the  grateful 
thanks  of  a generous  people. 

I hope  some  gentleman  may  feel  sufficient  interest  in  this  matter 
to  consider  it  maturely  and  give  the  result  of  their  deliberations  to 
the  public  through  the  re  ws papers . It  is  a great,  magnificent  and 
feasible  project.  It  can it  will  be  accomplished. 

I am,  sir,  very  respectfully,  your  obedient  servant, 

S i dney  Br ee s e . 

This  letter  was  followed  by  public  meetings  along  the  line,  and 
was  favorably  commented  on  by  the  press,  especially  by  the  Sangamo 
Journal,  then,  as  now,  published  here.  The  friends  of  this  road  ished 
you  to  perceive  lo  identify  it  with  the  canal  and  by  a united  and  g 
vigerous  effort,  carry  both  measures.  The  canal  wa  the  only  public 
work  contemplated  by  our  state,  and  I proposed  a union  of  the  Forth  and 

Scutnsr  on  these  two  measures the  canal  and  the  road.  At  the  called 

session  of  the  legislature,  which  followed  it  in  ’35-’5G,  I found  Mr. 
Holbrook  at  "Vandal ia,  then  a stranger  to  -me,  endeavoring  to  procure 
charters  for  manufacturing  purposes,  as  I understood.  Perceiving  him 
oo  be  a man  of  great  intelligence  and  expanded  views,  I unfolded  my 
plans  to  him,  and  seizing  upon  the  project  which  had  been  started  in 
1818,  to  build  a city  at  the  mouth  of  the  Ohio,  which  the  projectors. 
Gov.  Bond  and  others,  had  then  denominated  "Cairo,"  he  fell  into  my 
views,  and  being  a man  of  great  energy,  proposed  the  formation  of  a 
company  to  construct  the  road  and  build  the  city.  In  the  meantime,  the 
friends  of  the  road  in  the  legislature,  among  whom  was  Mr.  rphy , the 
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present  member  from  Perry,  and  Judge  Thomas  of  Morgan,  now  also  in  the 
house,  attempted  and  came  near  succeeding;  to  attach  it  to  the  canal 
bill,  and  promising  the  credit  of  the  State  for  $500,000  to  each.  de- 
feated in  this  by  a 'fev  votes,  its  friends  then  asked  for  a charter, 
which  the  legislature  readily  granted,  and  application  was  at  once 
made  to  congress  for  the  right  of  way  and  a f eeimotion.  The  memorial 
was  referred  to  the  committee  on  public  lands  of  the  house,  from  which 
Mr.  Casey,  now  of  our  house  of  representatives,  made  a very  able  and 
favorable  report,  which  was  extensively  read  and  circulated.  And  here 
let  me  say  that  if  the  legislature  had  then  attached  our  road  to  the 
canal,  and  lent  to  each  the  credit  of  the  state,  then,  unimpaired,  for 
one-half  million  of  dollars,  we  would  neve:  have  been  involved,  in  the 

embarrassments  of  the  internal  improvement  system,  which  was  ad  oft  ed  at 

r 

the  next  regular  session,  and  of  which  you  w as  a member,  and  fo 

which  you  voted..  I do  not  censure  3^ou  nor  any  other  man  for  so  voting. 
You  were  carrying  out  the  will  of  the  people,  as  loudly,  aye,  clarm- 
orously,  expressed  by  them,  and  are  no  more  responsible  for  the  conse- 
quences than  the  instrument  by  which  a deed  is  done.  It  was  the  act  of 
the  people,  a fren?,y  you  may  call  it,  which  neither  you  nor  I had  the 
means  of  resisting.  On  the  establishment  of  this  system  the  state  ap- 
plied to  the  company  to  surrender  its  charter,  after  the  company  had, 
at  great  expense,  procured  the  service  of  its,  president,  A. M. Jenkins, 
Esq.,  then  speaker  of  the  house,  and  of  Mr.  Holbrook,  to  proceed  to 
Washington  to  assist  in  procuring  the  p?  eemption.  This  the  company 
readily  did,  on  the  pledge  of  the  state  that  the  road  should  be  made 
from  Cairo,  through  Vandalia,  Shelbyville,  Decatur,  and  Bloomington,  to 
Peru,  and  thence  to  Galena.  W.e  all  know  the  fate  of  the  system,  and 
after  an  expenditure  of  more  than  one  mil  ion  of  dollars  on  this  road, 

it  was  abandoned. 
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Immediately  uj>on  this,  as  an  act  of  sheer  justice,  the  State  at 
once  incorporated  the  Great  Western  Railway  Company,  in  ’ 42-43 , and 
from  the  day  I first  broached,  the  subject,  to  this  dajr,  I have  not 
ceased  in  my  efforts  to  accomplish  the  object 


f 


MEMORIAL  0?  DECEMBER  28TH,  1850. 


To  the  honorable  the  Senators  and  Representatives  of  the  people  of 
Illinois  in  General  Assembly  convened: 

The  memorial  of  Robert  Schuyler,  /George  Grist  old.,  Gouverneur  Mor- 
ris, Jonathan  Sturges,  Thomas  W.  Ludlow,  and  John  F.  A Sandford  of  the 
City  of  New  York;  and  David  A.  Real,  Fanklin  Haven  and  Robert  Rantcul, 
Jun,  of  the  City  of  Boston  and  vicinity,  respectfully  represents: 

That  having;  examined  ana  considered  an  act  of  Congress  of  the 
United  States,  whereby  land  is  donated  by  the  United  States  for  the 
purpose  of  insuring  the  construction  of ‘a  railroad  from  Cairo,  at  the 
mouth  of  the  Ohio  river,  to  Galena  and  the  nor thwe stern  angle  of  the 
State  of  Illinois,  with  a branch  extending  to  Chicago  on  lake  Michigan, 
on  certain  conditions,  therein  expressed;  and  having  also  examined  the 
resources  of  the  tract  of  country  through  which  it  is  proposed  that  the 
said  railroad  shall  pass,  and  the  amount  of  cost,  and  the  space  of  time 
necessary  for  constructing  the  same,  the  subscribers  propose  to  form  a 
company,  with  such  others  as  they  may  associate  with  them,  including 
among  their  number  persons  of  large  experience  in  the  construction  of 
several  of  the  principal  railroads  of  the  United  States,  and  of  means 
and  cred.it  sufficient  to  place  beyond  doubt  their  ability  to  perform 
what  they  hereinafter  propose,  make  the  following  offer  to  the  State  of 
Illinois  for  their  consideration: 

The  company  sc  farmed  by  the  subscribers  will,  under  the  authority 
and  direction  of  the  State  of  Illinois,  fully  and  faithfully  perform 
the  several  conditions,  and  execute  the  trusts,  in  the  said  act  of  Con- 
gress contained.  And  j*..ill  build,  a railroad  with  branches  between  the 
termini  set  forth  in  said  act,  with  a single  track,  and  complete  the 
same,  ready  for  the  tr  -nsportation  of  merchandise  and.  pas  engers,  on  or 
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bei  ore  the  fourth  da.y  of  July,  which  will  beln  the  year  of  our  ford 
eighteen  hundred  and  fifty  four.  And  the  said  railroad  shall  be,  in 
all  respects,  as  well  and  thoroughly  built  as  the  railroad  running 
from  bos  ton  to  Albany,  with  such  improvements  thereon  as  experience  has 
shown  to  be  desirable  and  expedient,  and  shall  be  ecuipped  in  a manner 
suitable  to  the  business  to  be  accommodated  thereby.  And  the  said  com- 
pany, from  and  after  the  completion  of  the  sid  road,  will  pay  to  the 

State  of  Illinois,  annually, per  cent  of  the  gross  earnings  of  the 

said  railroad,  without  deduction  or  charge  for  expenses,  or  for  any 
other  matter  or  cause;  provided,  that  tie  State  of  Illinois  will  grant 
to  the  subscribers  a charter  of  incorporation,  with  terms  mutually  ad- 
vantageous with  powers  and  limitations,  as  they,  in  their  .wisdom,  may 
think  fit,  as  shall  be  accepted  by  said  company,  and  as  will  sufficient 
ly  remunerate  the  subscribers  for  their  care,  labor,  and  expenditure 
in  that  behalf  incurred,  and  will  enable  them  to  avail  themselves  of 
the  lands  donated  by  the  said  act  to  raise  the  funds,  or  some  portion 
of  the  funds,  necessary  for  the  construction  and  equipment  of  said  rail 


road . 
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LAND  GliANT  ACT  OF  SEPTEMBER  20TH,  1850. 


Be  it  enacted,  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled: 

That  the  right  of  way  through  the  public  lands  be,  and  the  same  is 
hereby,  granted  to  the  State  of  Illinois  for  the  construction  of  a 
railroad  from  the  southern  terminus  of  the  Illinois  and  Michigan  canal 
to  a point  at  or  near  the  junction  of  the  Ohio  and  Uississip  i rivers, 
with  a branch  of  the  same  to  Chicago,  on  bake  Michigan,  and  another  via 
the  town  of  Galena,  in  said  State,  to  Dubuque,  in  the  state  of  Iowa, 
with  the  right  also  to  take  necessary  materials  of  earth,  stones,  tim- 
ber, etc.,  for  the  construction  thereof:  Provided,  that  the  right  of 
way  shall  not  exceed  100  feet  on  each  side  of  the  length  thereof,  and  a 
copy  of  the  survey  of  said  read  and  branches  made  under  the  direction 
of  the  Legislature,  shall  be  forwarded  to  the  proper  local  land  offi- 
ces, respectively,  and  to  the  general  land  office  at  Washington  city, 
within  ninety  days  after  the  completion  of  the  same. 

Sec.  2.  And  oe  it  further  enacted..  That  there  be,  and  is  here 
granted  to  the  State  of  Illinois,  for  the  purpose  of  aiding  in  making 
the  railroad  and  branches  aforesaid,  every  alternate  section  of  land 
designated  by  even  numbers,  for  six  sections  in  width  on  each  side  of 
said  road  and  branches;  but  in  case  it  shall  appear  that  the  United 
States  have,  when  the  line  or  route  of  said  road  and  branches  is  def- 
initely located  by  trie  authority  aforesaid,  sold  any  part  of  any  sec- 
tion hereby  granted,  or  that  the  right  of  preemption  has  attached,  to 
the  same,  then  it  shall  be  lawful  for  any  agent  or  agents  to  be  appoin- 
ted by  the  Governor  of  said  State,  to  select,  subject  to  the  approval 
aforesaid,  from  the  lands  of  the  United  States  most  contiguous  to  the 
tier  of  sections  above  specified,  sc  much  land  in  alternate  sections, 
or  parts  of  sections,  as  shall  be  equal  to  such  lands  as  the  Unihed 


SB.--  tv:  :v.r' 


{’<*•  ? *5o  TOA 


'.7 


■ jiD  i. 


: e^x:^-  ■•-  ^tO*'  1 •-  i •."■ 

: <j  It  ..£'  £>.©•!  ItO  • ’-  '•  7 ■ '<o J ■ : i 

xu3  .£  i i.  ilC  '•  ©1  iJ  ri  uo-  ' • o -i  1 ;Jr 

XOJ  £X .:  . > v : •*-  :-'0  XUt‘  • - t •■’  ' " 1 

I-.;--  o ± on.- • rxtohxlil  eiid  lb  runi  neO  xrxo  dooe  erio  isoi't  JaeonlitE 
i r^-  . £*  i ~ r ^ r ■ ■ o .1  7 1 oi  id  .o  :ox  i .. . o . . . x ^ jtj. i *.)  i 

xo  to  v.oixfc  do  o odd  ‘to  xibrcs'id  js  xidi 
;•  oJ  ,'.viv'  xi:  xv : t<pri! .«  f jgiD  xo  nt’./od  o 


0X10 

. . ■ : 

o:.-  ■ 

- r 0r.v 

,3.' 

V 

j-v.  0 

to 

X 11 

3 . ..  J 

. 

■ Ob' 

0 lid 

«0d  -'. 

:'i,i  J to  i\  J .1  jo  mJ  /it 

‘ j ' ■ ) v 1 ' -•  -•  i .7  i 1 

• onx5rtd  • <rf  o-  1 > 7’  mj  . . id  ' . 

obi--;  xo"  ci  I Ix3ri  n f_oiUitx'Iai  ta T arid  . 

• Usl  1010187  -vT  Ol  >f\.3  .T:.!  rVLjOO'  ••  OG‘X  ,at 

. 

bxxs  - d ••  . x::.7  lb9J’QJsn©  •xerfd'Xij'i  - cf  . - 

n;  -sit  c ■ ' 'j(r;jo  aii.i  , a cox  o aOxor  ox  id  oc)  090 xxsx 

iioxd'OQr  y»  'lad  x viave  < >1  a.  )'t, . sib  bxt.-j  x *t  01 

snoxdo  • > . 1 srsgii 

' ' L 1X5  f 800  XIX  £0*ld 

; | O1  ' )±  ‘ tO  £ y . 19  8 ■ ■■ 

—cos  xnx-'  ‘to  J'  -v  0X08  t bi.  •ao'io'tx  yd  iiorid  j.s  eiid  yd  bed 000 1 ylsdix 

d-  ••  ©t- 7o  jx.  in  0.: u xx.  ■’  *io  t.  v .x,  - , , x.:'  • 10  J 

-nioc  rr  ecT  od  adio/js  76  Jno.  .-•  yais  'iox  X j'x'.tjsI  ed  ijRxia  o x nsriJ  ,©xuen  01 
©itO  ■ • ' . ..  ...  lo  ‘ inisvoD  oriO-  yo  b« 

oj;ri.rOnoo  c< ■ o:»  vi/'dt  •-ndinU  edd  *io  a.oiijs'X  oiiO  oil  t jiaaobo'. 

, . dou  . ■ ■ i e - • 

os  v.'ircTJ  . j 80  a ri.-.0.r  ■ • oc  I^u  ••©  30  S0  , ab'i  to  00=:  lo  ad  100  •: 

CAt 


260 


aforesaid,  which  lands  being:  equal  in  c quantity  to  one  half  of  six  sec- 
tions in  width  on  each  side  of  said  road  and  branches,  the  State  of 
Illinois  shall  have  ano  hold  to  and  for  the  use  and  purposes  aforesaid : 
Provided,  that  the  lands  to  be  so  located  shall  in  no  case  be  further 
than  fifteen  miles  from  the  line  of  the  road:  And,  further  provided, 
the  construction  of  said  road  shall  be  commenced  at  itsscuthern  ter- 
minus, at  or  near  the  junction  of  the  Ohio  and  Missis  ipi  rivers,  and 
its  northern  terminus  upon  the  Illinois  and  Michigan  canal,  and  simul- 
taneously, ano  continued  from e ach  of  said  points  until  completed,  when 
said  branch  roads  shall  be  ccnstru  ted,  according  to  the  survey  and  lo- 
cation thereof:  Provided  further,  that  the  lanes  here  granted  shall  be 
applied  to  the  construction  of  saia  road  and  branches,  respectively,  in 
quantities  corresponding  with  the  grant  for  each,  and  shall  be  disposed 
of  only  as  the  work  progresses,  and  shall  be  applied  to  nc  otter  pur- 
pose whatsoever:  And  provided,  further,  that  any  and  all  lands  reserved 
to  the  United  States  by  the  Act  entitled  "An  Act  to  grant  a quantity  of 
land  to  the  State  of  Illinois,  for  the  purpose  of  aiding  in  opening  a 
canal  to  connect  the  waters  of  the  Illinois  river  with  these  of  lake 

Michigan"  approved  -larch  seccna,  eighteen  hundred  and  twenty  seven,  be, 

n 

and  the  same  are  hereby  reserved  to  the  United  States  from  the  operatio 
of  this  Act. 

Sec.  3.  And  be  it  further  enacted.  That  the  sections  and  parts  of 

s 

sections  of  land  which,  by  such  grant,  shall  remain  to  the  United  State 
within  six  miles  on  each  side  of  said  road  and  branches,  shall  net  be 
sold  for  less  than  double  the  minimum  price  of  the  public  lands  when 

sold. 

Sec.  4.  And  be  it  further  enacted.  That  the  said  lands  hereby 
granted  to  the  said  State  shall  be  subject  to  the  disposal  of  the  leg- 
islature thereof,  for  the  purposes  aforesaid  and  no  other:  and  the  said 
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railroad  and  branches .shall  be  and  remain  a public  highway,  for  the  use 
of  the  Government  of  the  United.  States,  free  from  tol  or  other  charge 
upon  the  transportation  of  any  property  or  troops  of the  United  States. 

Sec.  5 And  be  it  further  enacted.  That  if  the  railroad  shall  not 
be  completed  within  ten  years,  the  said  State  of  Illinois  ahll  be  'ouno 
to  pay  to  the  United  States  the  amount  which  may  be  received  upon  the 
sale  of  any  part  of  said  lands  by  said  State,  the  title  to  the  py-^— 
residue  of  said  lands  shall  reinvest  in  the  United  States,  to  lave  and 
hold  the  same  in  the  same  manner  as  if  this  Act  had  not  oe_n  passed. 

Sec.  6.  And  be  it  further  enacted.  That  the  United  States  mail 
shall  at  all  times  be  transported  on  the  said  railroad  under  the  direc- 
tion of  the  Post  Office  Department,  at  such  price  as  the  Congress 


by  law  direct. 

Sec.  7.  And  be  it  further  enacted.  That  in  order  to  aid  in  the 
continuation  of  said  Central  Railroad  from  the  mouth  of  the  Ohio  ri-er 
to  the  city  of  Mobile,  all  the  rights,  privileges,  and  liabilities 
hereinbefore  conferred  on  the  State  of  Illinois  shall  oe  g.anteo  sc 
the  states  of  Alabama  and  Missississippi  respectively,  for  the  Purpose 
of  aiding  in  the  construction  of  a railroad  from  said  city  of  'ocile  to 
a point  near  the  mouth  of  the  Ohio  river,  and  that  public  lanes  of  the 
United  States,  to  the  same  extent,  in  proportion  to  the  length  of  the 
roao,  on  the  same  terms,  limitations,  and  restrictions  in  every r e- 
spect,  shall  be,  ana  is  hereby,  granted  to  said  states  of  Alabama  ana 

Mississippi  respectively. 
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INTRODUCTORY . 


The;  so-called  Char tor  Tax  or  the  Illinois  Central  Railroad  Company 
is  a payment  to  the  state  of*  Illinois  annually  of  seven  per  cent  of  the 
gross  ear  Lings  of  the  lines  constructed  in  18" 1-18' 7 under  authority 
of  the  charter  of  February  10 oh,  18r'l.  I , is  the  result  of  an  agr 
merit  represen. ted  by  the  charter  entered  into  by  the  State  and  Jtv  Rail- 
road Company  whereby  the  latter  received  a perpetual  charter,  a grant 
of  nearly  two  million  six  hundred  thousand  acres  of  government  land  and 
exemption  from  all  local  taxation  in  return  for  a minimum  annual  pay- 
ment to  the  State  of  seven  per  cent  of  the  oarrirgs  of  the  charter 
lines . 


A study  of  the  tax  is  of  interest  for  two  reasons:  first,  the 
charter  tax  has  played  an  important  part  in  the  financial  and  political 
history  of  the  State?.;  second,  the  recent,  suit  instituted  agai  nst  the 
Railroad  for  the  collection  of  some  fifteen  million  dollars  alleged  to 
b°  °-u  ’ -ici  back  tax  s and  for  a general  accounting  of  the  rai  lroad  re- 
cords is  not  only  one  of  the  most  spectacular,  but  also  one  of  the  most 
important  suits  ever  commenced  in  Illinois,  while  many  difficult  and 
important  legal  and  accounting  problems  are  involved.  In  chapters  I 
c„:./a  II  ox  Part  i the  ques tionsconnected  with  the  history  of  th  tax  are 
discussed;  in.  chapters  III,  IV, V and  VI  of  Part  II  th  1 grl  and  ac- 
counting questions  of  importance  in  the  suit  are  examined  and.  the  po- 
sition of  the  contending  parties  analyz  ed. 


o 


CHAPTER  I. 


HISTORY  AND  LEGAL  ORGANIZATION  OF  THE  ILLINOIS  CENTRAL  SYSTEM. 


The  Illinois  Central  Railroad  is  an  important  link  in  the  trans-  1 
portation  system  of  the  United  States  and  the  history  of  the  company 
dates  hack  to  the  Internal  Improvement  agitation  of  the  early  Thirties. 
A glance  at,  the  map  of  Illinois  shows  that  while  the  state  is  encircled 
by  natural  waterways  the  interior  counties  must  depend  on  artifical 
means  of  transportation.  The  construction  of  the  Central  in  18rl 'was 
due  to  this  demand  for  internal  communication. 


The  first  suggestion  in  regard  to  the  Illinois  Central  was  made  as 
early  as  1830  by  Governor  Coles8,  but  the  definite  action  was  not  taker 
until  1836  at  which  time  the  ( Illinois) -Central  Railroad  Company  was 
chartered  to  build  a railroad  from  ’’the  mouth  of  the  Ohio... to  a point 
on  the  Illinois  river  at  or  near  the  termination  of  the  Illinois-Michi- 
gm  wc^n.^1 . Bex  ore  active  construction  work  commenced  the  state  en- 
tered upon  its  celebrated  Internal  Improvement  plan  of  1837  and  the 
project  -.-as  abandoned  by  the  private  company. 

The  essential  xeature  of  the  Internal  Improvement  plan  was  the 
construction  of  the  Central  from  Cairo  to  Galena  together  with  certain 
lateral  branches  to  the  state  lines.  The  Legislature  of  1837  authori- 
zed appropriations  of  something  over  ten  million  dollars  for  railroad 
building  and  a large  part  of  the  amount  was  actually  expended  on  var- 
ious projects;  the  expenditures  on  the  Central  alone  being  nearly  a 
million  dollars.4  The  great  plan  ended  in  a disasterous  fiasco,  how- 


ever 


, and  no  attempt  was  made  by  the  government  to  finish  Phe  railroad. 
The  failure  of  Phe  InPernal  Improvement  projects  left  Phe  sPaPe  vir- 
tually bankrupt,  while  ips  industrial  developmenp  was  checked  for  a 
decade . 

Afper  several  years  of  inacPiviPy  she  promoPers  of  Phe  CenPral 
Railroad  of  1856  again  agitated  Phe  building  of  the  road  and  on  March 
6 ,h,  1846,  Phe  Gre  P Wes Pern  Railway  of  Illinois  1. 

company  was  a subsidiary  of  Phe  Cairo  OiPy  and.  Canal  Company,  a very 
curious  organization^,  promo ted  by  Mr.  Darius  B.  Holbrook  of  Hew  York,  do 
build,  a great  mepropolis  aP  whaP  is  now  Cairo  and  oPherwise  develop  Phe 
resources  of  Phe  commonwealth.  The  new  railroad  made  considerable  ex- 
penditures aP  Cairo  and  did  some  grading,  buP  financial  difficulties 
made  ip  impossible  Po  continue  the  work.  The  directors  were  finally 
forced  Po  abandon  the  undertaking  and  the  char  Per  was  repealed  in  184" 
Four  years  later,  or  on  February  10Ph,  1849,  when  Phe  prospecPs  of 
federal  aid  were  favorable,  Phe  G-reaP  WesPern  was  re incorporated  with 

s 

ips  former  powers.  In  addition  provision  was  made  Phat  ip  should  re- 
ceive any  government  lands  donaPed  to  Phe  spate  for  cons  true sing  Phe 

4 

railroad.  The  char Per  was  a liberal  one  and  differed,  in  few  respects 


from  the  typical  charters  of  Phe  period. 

In  uhs  meanwhile  the  people  of  Illinois  realized  that  investors 
would  not  risk  Phe  capital  necessary  to  complete  the. enterprise  "itheut 
assistance  from  Phe  government  and  the  Legislature  naturally  turned  to 
Congres" . A grant  of  public  lands  had  been  made  in  1828  for  the  Illi- 
nois -Michigan  Canal  and  the  Illinois  delegation  at  Washington  now  advo- 
cated similar  grant  for  Phe  Central. 


5 (Continued  from  page  5)  Laws  of  Illinois,  Session,  183" -6,  pp  129f 
4 Ibid.,  Session  1836-7,  p.  121;  Newton,  Early  Railway  Legislation 
in  Illinois,  pp.  21-23;  Chicago  Daily  Democrat,  Dec.  24,  1849. 

1 Laws  of  Illinois,  Session,  1843,  pp.  199,200. 

2 Ibid.,  1841,  p. 

3 Ibid.,  1849,  p. 

4 Ibid. 
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The  proposal  was  an  in  ovation  in  national  affairs  and  at  first 
met  with  strong  objection,  especially  from  the  eastern  and  southern  re- 
presentatives. The  opposition  was  due,  it  seems,  to  the  character  of 
the  first  bills.  The  plans  of  1843  to  1849,  with  one  exception,  were 
for  a preemption  right  granted  directly  to  the  Great  VJesuern  Railway 
or  other  private  corporations,  i.e.  the  company  could  enter  a specified 
amount  of  land  by  paying  the  usual  price  of  $1.2-r  p_i.r  acre  and  its  pro- 


fit would  come  from  selling  the  land  at  a higher  price.  During  this 
period  the  Great  Western  was  distrusted  and  disliked  in  Illinois  while 
many  congressman  had  strong  j actions ~ e^<aanBt>^utTo^^ ground  . Thur^ 
despite  the  able  efforts  of  Senator  Sidney  Bre  se  and  certain  of  his 
colleagues,  the  early  attempts  met  with  little  success.  In  1847  and 

again  in  1849  preemption  bills  passed  the  Senate,  but  were  not  taken  up 

1 

in  ohe  House. 


In  1847  Stephen  A.  Douglas  entered  the  Senate 
different  plan  from  that  of  Breese.  The  proposals 
strictly  local  in  character;  they  were  of  interest 


and  he  adopted  a 
of  the  latter  were 
to  a single  state. 


Douglas  advocated  a national  project:  a highway  which  would  connect  the 
great  lakes  at  Chicago  with  the  upper  Mississippi  at  Dubuque  and  the 
Gulf  of  Mexico  at  Mobile.  As  Senator  Stewart  said:  'I  regard  this  work 
as  a great  national  enterprise — a great  national  highway" . To  facili- 
tate i os  construction  Congress  was  asked  to  donate  to  the  stats  through 
which  the  proposed  railroad  would  pass  a grant  of  land  equal  to  six 
square  miles  to  the  mile  of  road.  I o was  the  first  systematic  attempt 
of  the  national  government  to  develop  the  internal  resources  of  the 
Missis  ippi  Valley  and  West  by  means  of  ohe  public  domain  and  although 


a novel  undertaking  Senator 


Douglas  was  finally  able  to  secure  favor- 


able action  in  both  houses. 


Sanborn,  Congressional  Grants  of  hand  in  Aid  of  Railways,  Chap- 
ters I and  II. 

2 Ibid. 
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The  portion  of  ohe  act,  of  September  20th,  18r0,  relating  to  Illi- 
nois provided,  for  a grant  of  six  sections  of  land  to  the  mile  of  road 
for  a railroad  from  Cairo  to  Dunleith,  now  E.  Dubuque,  with  a branch  to 
Chicago,  the  grant  being  made  to  the  state.  The  Legislature  could  dis- 
pose of  the  land  as  it  pleased  subject,  of  course,  to  the  restriction 
that  it  should  be  used  in  constructing  the  railway.  Any  profit  that 
the  state  could  make  by  building  the  road  .itself  or  giving  the  land  to 
a private  company  would  go  into  the  state  treasury.  The  total  land  in 
the  grant  varied  from  two  and  a half  to  three  million  acres  according 
to  the  length  of  line,  '*  Before  the  final  pas  .age  of  the  act  Douglas 
had  secured  from  the  Great  Western  a release  of  its  charter,  which  gave 
.it  tae  right  to  any  lands  coming  into  state  possession  for  she  purpose 
OJ.  builui  ng  the  road,  contingent  upon  acceptance  of  the  release  by  the 
Legislature  and  the  incorporation  of  a new  company  to  undertake  the 
wark.  The  Legislature  met  in  January,  18F1,  and  several  methods  of 
building  the  line  were  presented,  including  state  construction.  Since 
these  proposals  relate  directly  to  the  tax  provisions  they  are  given  ln 
greater  detail  in  Chapter  II  and  need  not  be  given  here.  The  plan  that 
was  finally  accepted  was  one  presented  by  cert  in  capitalists  of  Hew 
Tork  and  Boston  who  offered  to  build  the  railroad  and  pay  the  state  an 
3.grea  per  oentage  of  the  gross  receipts  in  return  for  the  grant  of 
lane.  On  February  10th,  18F1,  the  memorialists  were  incorporated  into 
the  Illinois  Central  Railroad  Company  by  special  act.  The  charter  was 
carefully  drawn  arid  stated  in  considerable  detail  the  powers  of  the 
corporation  ana  the  method  of  disposing  of  the  grant.  In  return  for 
the  land  the  railroad  agreed  to  pay  rfi  of  the  gross  receipts  and  the 
“ state  taxes,  with  the  provision,  however,  that  the  minimum  of  the 


U.  S.  Statutes  at,  Large,  Vol . tx. 


page  4 66. 
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two  should,  bo  seven  per  cent  of  the  gross  receipts.  The  company  was 
exempt  from  the  payment  of  all  other  state  and  local  taxes. 

The  pas  age  of  the  Act  marks  an  epoch  in  the  history  of  Illinois. 
At  last,  after  years  of  discouragement  and  failure,  the  construction  of 
the  Illinois  Central  was  assured.  The  more  sanguine  looked  forward  to 
the  time  the  when  the  central  counties  of  the  state  would  be  thickly 
settled  and  the  land  grant  had  paid  off  all  of  the  burdensome  Internal 


Improvement  debt. 

On  the  19th  of  March,  18.rl,  or  slightly  over  a month  after  the 
passage  of  the  charter,  the  promoters  accepted  the  provisions  of  the 
act  and  the  company  was  legally  organized/  But  the  chartering  of  a 
private  corporation  with  liberal  powers  and  the  granting  to  if  of  near- 
ly three  million  acres  of  public  land  was  merely  a preliminary  step  in 
the  building  of  the  road.  The  project  involved  great  engine  ring  and 
financial  problems  which/made  the  building  of  the  road  far  from  easy. 
Fortunately  the  men  who  had  undertaken  the  enterprise  were  familiar 
with  railroad  work  and  possessed  large  capital. 

The  engine  ring  department  was  organized  in  April,  18-rl,  with  Mr. 
K.  B.  Mason  in  charge,  and  the  surveys  and  estimates  were  finished  by 
uh  Autumn  ox  that  year.  After  some  difficulty  tie  present  route  was 
selected  and  the  company  was  in  a position  to  commence  active  con- 
s true t ion.  The  estimated  mileage  was  699  miles  and  the  cost 

$16, To? , 212,  or  $23, $00  per  mile.4 

The  financial,  plan  of  construction  was  based  on  the  land  grant. 
$12,000,000  7fb  and  $r ,000,000  6 °jo  construction  land  bonds  were  is  usd 
as  a mortgage  on  the  railroad  and  on  2,000,000  acres  of  land.  The 
mortgage  was  so  framed  that  the  receipts  from  the  sale  of  this  land 
Would  extinguish  ohe  principal  of  the  debt  at  or  prior  to  the  maturity 
of  the  loan,  thus  fre^ohe  company  from  funded  debt/ 


1 Laws  of  Illinois,  18<rl,  p 

2 Ackerman,  History  of  the  Illinois  Central  B.R.,  pp  21-60. 

3 Ibid.,  p.  82;  4Report  of  President  Schuyler,  Bd  of  Directors 
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A'!  amount  or  capital  stock  equal  to  the  cost  of  the  road  was  to  be  ass- 

sued  to  the  promoters  and  purchasers  of  bonds  at  a nominal  amount,.  The 

stock  and  the  remaining  five  hundred  thousand  acres  of  land  not  subject 

to  the  mortgage  of  September  13th,  18.rl,  formed  a reserve  to  provide 

for  emergencies.  It  was  expected,  however,  that  the  bonds  would  be 

amply  sufficient  to  me  t the  cost  of  construction  and  that  eventually 

the  shareholders  would  receive  the  railroad  without  any  funded  debt, 

due  to  the  sale  of  the  public  land,  and  several  hundred  thousand  acres 

of  land  in  addition,  at  an  expenditure  of  only  a few  dollars  a share.1 * 

In  order  to  provide  for  incidental  expenditures  two  million  of 

stock  was  is  ued  early  in  18-ri  and  a payment  of  $20  per  share  on  one 

million  and  $10  per  share  on  the  second  million  made.^  In  February  of 

the  following  year  $4,000,000  7 f mortgage  bonds  were  sold  at  par  and  3 

and  7<yo 

in  the  following  June  hi,  000, 000'  x 6#>  bonds  were  disposed  of  in  England 

.3 

at  a slight  premium.  Twelve  months  later  another  loan  of  $3,000,000 

79o  bonds  was  sold,  also  at  par.'  The  credit  of  the  comp.any  was  excel- 
lent and  the  construction  of  the  road  was  placed  on  a cash  basis. 

These  xat or able  f inane ial  conditions  did  not  continue.  By  October 
18.r3  Illinois  Central  securities  were  sold  at  a discount  and  a steady 

decline  occured  during  the  following  months  until  the  summer  and  fal1 

7c/o 

**  '',T^3n  first  mortgage/ bonds  were  quoted  on  Exchange  at  60-6'”.® 

This  was  due  in  part  to  general  stock  market  depression; and  in  part  to 
lcocx  of  confidence  in  the  railroad;  and  also  to  fraudulent  actions  by 
th..  President  of  the  New  York  and  New  Haven,  Robert  Schuyler,  who  we 
al° ° Pr^sid  -■'it  of  the  central. 7 As  a result  the  company  experienced 


2 

3 

4 

r 


1 ' :Sikenb  Schuyler  to  Board  of  Directors,  September  12 

-ill  1;  mortgage  of  September  13,  18rl.  * 

Chic  ; go  Daily  Democrat,  Aug.  17,  18.r3 
Ibid.,  Feb.  16,  l&.r2. 

American  Railway  Journal,  May  14,  18r3. 

Chicago  Daily  Democrat,  August  1,  18r3. 

Quotations  in  Railway  Times  (London),  18r3  and  18r4 
Railway  Times,  Nov.  14,  18r4; 
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groat,  difficulty  in  securir^funds  neces  -ary 

’ho  remainder  of  the  cons 


to  complete  lm  road  (at 
truction  mortgage^  amounting 


to  approximately  four  and  a hallf  million  dollars  was  sold  in  18r4  to 
18r6  at  market  quotations,  often  as  low  as  $600  per  bond,  the  average 


being  about  $6-r' 0 By  selling  these  securities  at  this  low  rate  the 

receipts  anticipated  from  the  $17,000,000  loan  was  reduced  some  sixte  n 

hundred  thousand  dollars,  while  various  causes  increased  the  cost  of 

construction  by  several  millions.  To  meet  this  deficit  in  the  original 

acres  of 

estimate  the  thre  hundred  thousand/so-called  free  land  was  mortgaged 
in  18fr  and  an  additional,  or  second  mortgage  placed  on  the  road  for 
$o,0 00,000  7 <ja  bends  Fre  Land  bonds  due  in  1860.  2 This  is  .ue  was  sold 
for  $2,079,876.61,  or  $694  per  bond.3  In  addition  the  company  in  18r6 
issued  $900,000  8 °jo  optional  right  bonds,  practically  convertible  deben- 
tures, payable  af  ter  lS-^,  which  were  sold  at  $94-r  per  bond.4  Ao 

the  same  time  the  miscellaneous  obligations  such  as  notes,  bills  pay- 
able, etc.,  was  increased  to  $3, 700,  r-,~l.  (October  20th,  18r7) 

During  this  period  the  amount  of  stock  issued  amounted  to 
$14,034,700  (December  31,  18C6)  on  which  there  was  realized  in  cash 


$3,fT8,61-r  or  an  average  of  $2<r . 20  pB  r share.'  The  stock 
assessable.  From  18.r3  to  18.rr  $1, 281, 30r  . 02  was  received 
of  lands  not  subject  to  the  mortgages  of  18rl  and  18rr.® 
various  expedients  sufficient  funds  were  obtained  to  cons 


Was  issued 
from  the  sale 
By  these 
truct  the  rail 


road . 

The  actual  construction  work  was  pushed  with  vigor  during  the 
years  from  18'rl  to  1817.  The  surveys  were  completed  in  thefall  of  the 
earlier  ye  r and  ground  was  broken  at  Cairo  and  Chicago  in  December. 
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2 
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Railway  Times,  May  r,  18rr. 

Annual  Report,  Illinois  Central  R.R.,  18rr,  18.r6. 
Ibid.,  18 f 6 . 

Ibid. 

1010 ; 18 r 7. 

Ibid. , 18.1  C . 
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Tho  road,  was  placed  under  contract,  in  Juno  IB  2,1  oh  * .«  .u'k  b i ig  divined 
into  a number  of  sections,  and  active  construction  was  under  way  by  the 
the  end  of  that  year.2  Considerable  difficulty  was  experienced  in  ob- 
taining a charter  from  the  ci  t»y  of  Chicago  and  it  was  noo  u Toil  Ju  ; 

14th,  1802  that  this  was  granted. *5  In  the  meanwhile  arrangements  hao 
been  made  with  the  Michigan  Central  for  use  by  the  latter  of  the  Cen- 
tral's tracks  from  Chicago  to  Calumet,  now  Kensington,  and  lay  21,  180  2 
this  portion  of  the  road  was  finished  as  far  as  the  city  limits.  Ai- 

L.er  the  city  franchise  was  secured  the  track  was  extended  to  the  Chica- 

on  r 

go  river  ai&ng  the  company's  right  of  way  along  the  lake  front.  From 

1803  to  180 6 extensive  passenger  and  freight  stations,  shops,  etc., 

6 

were  erected  in  the  territory  north  of  14th  street.  - 

In  the  meanwhile  ohe  construction  of  the  remainder  <£  she  road  was 

le  work  was  not  handicapped  by  financial  diffi- 
culties and  a record 'was  established  for  rapid  construction.  The  track 
from  Bloomington  to  La  Salle  was  completed  on  May  16,  18"3,  the  Main 
Line,  Galena  branch  and  the  Chicago  branch  as  far  south  as  Mat bo on 
in  operation  by  the  middle  of  June,  1800,  and  the  enb  ire  road  was  fin- 
ished on  September  27  th,  1806. 7 At  times  the  work  was  delayed  by  trou- 
bles with  contractors  and  many  difficulties  were  experienced  on  account 
of  the  distance  from  settled  communities,  but  these  were  not  serious 
obstacles . 


progre ssi n g ...  dU' 


In  18-r7  the  Illinois  Central  Railroad  was  the  best  build  railroad 
in  the  west  and  the  equal  of  most  eastern  lines.  The  total  cost  of 
construction  and  equipment  to  December  31st,  18 r 7 was  $26,  068, 017 . 61, 

8 yt 

or  $37,600  per  mile.  Buildings  were  of  a permanent  character;  the  road 

1-2  American  Railroad  Journal,  October  2fth,  1806. 

3 Chicago  Daily  Democract,  October  to  January,  18-rl  and  1872; 

§ Ibid.,  May  22nd,  1802. 

Ackerman,  Historical  Sketch  Illinois  Central  R.R. , pp.  80-80 

6 Ibid;  Annual  Report,  Illinois  Central  R.R.,  1800,  18"6. 

7 American  Railroad  Journal,  October  20th,  1806. 

8 Annual  Report,  Illinois  Central  R.R. , 1807;  cf.  Appendix,  pp. 
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bod  was  well  built,,  according  to  the  standards  of  the  time;  bridges 

good 

were  substantial;  equipment  was  ample  and  of  high  quality;  th  re  were 
few  curves  or  grades  of  any  importance. 

Although  the  actual  construction  work  was  finished  in  the  fall  of 
18r 6 considerable  difficulty  was  experienced  ,in  financial  matters  in 
18  "7  and  18.r8.  In  order  to  meet  building  expenses  some  $3,700,000 
notes  and  bills  payable  were  incurred,  while  the  actual  cash  blance  in 
Hew  York  was  comparatively  small.  Steps  had  be  n taken  to  reduce  the 
floating  debt  when  the  panic  of  18" 7 broke.  The  company  had  over  a » 
millions  dollars  in  cash  in  England  and  Chicago  and  its  credit  was  good 
but  in  one  emergency  the  officers  were  unable  to  realize  their  cash 
assets  or  even  draw  on  London.  For  the  first  and  only  time  in  its  his- 
tory the  Illinois  Central  was  forced  to  suspend  payment  and  on 
18<r7  a temporary  assignment  of  the  property  to  the  creditors  was  made 
to  avoid  formal  receivers  hip . The  crisis  was  met  with  vigor;  the  di- 

rectors used  their  personal  credit  to  relieve  the  company;  as  essments 
of  $10  per  share  in  September  18r7  and  $10  in  March,  18"2,  were  made; 

rrs, 

and  the  optional  right  bonds  to  the  extent  of  $2,300,000  were  issued 

2 

at  par. 

The  Assignment  was  removed  e'n^2^^  18r8.^» — dr* -'finances  "tf  the 
odimpa  ay  pi&c.^d  on  a thoroughly  net—-  oasis.-  The  directors  to  „-k  advan- 
tage of  the  opportunity  to  place  the  finances  of  the  co  mpany  on  a 
thoroughly  sound,  basis  by  calling  for  the  full  par  value  of  the  stock 
and  thus  providing  sufficient  cash  to  reduce  the  funded  debt  to  the 

$17,000,000  land  grant  bonds  of  18<rl,  the  principal  of  which  was  provi- 
. six 

ded  for  by  the  land.  From  October,  18" 7 to  December,  18-r8,  -s-wsw.  eight 

million  dollars  was  paid  in  by  the  shareholders  and  by  i©£*  1862  »cm» 

Fisher  Report,  Railway  Times,  June  19,  18"8. 

Annual  Report,  Illinois  Central  R.R.,  18T8. 
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$17,124,300  ! in  cash,.1  Fi  I 

, paid  in  on  Lgi  il  stock  t ,//  jf  -/Tf^00  • 2 

monks  permibted  the  company  to  retire  the  optional  right  and  Free  Land 
bonds  at  matin? ity  and  to  reduce  the  floating  indebtedness  to  a nominal 
figure.3  In  1863  and  1866  stocks  dividends  of  $2,119,930  and  of 
$1,881,100  were  declared,  while  from  18.r8  to  1863  C ncelled  Bond  Scrip 
dividends , covering  bonds  cancelled  by  operations  oi  the  Laid  Department 
were  granted  to  the  extent  of  $1,772,270.  In  1870  oh  1 capit  ~1  s t.jc  k 
amounted  to  $21,100,000  of  which  $19,73.r,400  was  represented  cash  in- 
vestment and  $r, 764, 600  stock  dividends.3 

In  the  period  from  18T8  to  1870  the  company  adopted  the  policy  of 

reducing  she  funded  debt.  $11,946,272  received  from  the  sale  of  the 

4 

land  grant  was  used  to  cancel  the  mortgage  bonds  of  18-rl-187r.  In 
1862  and  again  in  1867  an  is  ue  of  $2,  TOO,  000  6fo  currency  bonds  was 

r 

made  to  refund  the  or  purchase  construction  bonds.'  By  the  latter  year 
the  net  funded  debt  was  less  than  six  millions  as  against  capital  stock 
of  $2.r,r00,000.  The  original  cost  of  the  railroad  was  considerably 


greater  than  the  total  debt  and  capital  stock. 

As  soon  as  sections  of  the  railroad  were  constructed  they  were 
placed  in  operation,  but  it  was  not  until  the  end  of  18n6  that  the  en- 
tire 7 Or.r.  miles  was  in  use.  The  operations  of  the  road  in  18rr  and 
18-r 6 were  very  satisfactory,  but  the  panic  of  1817  and  the  resulting 
agricultural d epr ess ion  of  1807-1860  proved  disasterous  to  the  company. 
In  18<r8  the  gross  receipts  were  slightly  under  $2,000,000  or  only  $2800 
per  mile.  From  that  year  they  slowly  increased  to  1861  when  they 
amounted  to  $2, 96T , 767 . 87 . The  effect  of  the  Civil  War  and  the  accom- 
panying prosperity  of  the  upper  Mississippi  Valley  was  the  rapid  growth 


1 Annual  Report,  Illinois  Central  Railroad,  1863. 

2 Ibid.,  18rr  LO  1870. 

3 Ibid.,  18.rr  to  1870. 

4 Ibid.,  18-rr  to  18?r . 

Ibid.,  1863,  1867. 
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in  receipts  so  that  from  1867  to  1870  they  amounted,  to  over  seven  mil- 
lions  for  ^kbe  charter  lines.  This  increase  was  caused  in  part,  however 
by  the  depres—  fen  of  the  currency. 

Up  to  1863  the  net  earnings  from  operation  were  decidedly  unsatis- 
factory, and  it  was  not  until  that  year  that  they  were  sufficient  to 
meet  interest  on  the  f uric.  . lebt.  The  reduction  of  the  fixed  charges 
through  the  action  of  the  Land  Department  and  the  growth  of  gross  re- 
ceipts placed  the  income  of  the  company  on  a satisfactory  basis  after 
that  date.  Sporadic  cash  interest  dividends  were  paid  from  IB'' 7 to 
1863  when  a regular  cash  dividend  of  eight  per  cent  was  declared.  The 
rate  was  increased  to  ten  per  cent  the  following  year  where  it  remained 
for  the  next  decade . However,  the  road  itself  never  earned  ten  p 
cent  dividends  and  it  was  only  on  account  of  the  sales  of  the  land 

ts 

grant  that  they  were  paid.  Had  it  not  been  for  the  Land  Office  receip 

not 

the  railroad  would  never  have  been  profitable.* 

The  mileage  constructed  under  the  terms  of  the  charter  was  70r.r. 

....  , . . -cv** 

miles  ana  tms  re-  the  only  road  owned  by  the  Illinois  Central  R.R.  Co. 

to  190-  . In  18<  / the  Central  was  the  leading  f railway  in  the  central 

WCot  uric.,  naturally,  exerted  considerable  influence  on  other  roads  in 

the  territory.  With  the  exception  of  small  purchases  of  Ohio  S Mis- 

sippi  R.R.  and  Peoria  & Oquaka  R.R.  bonds  this  influence  was  did  not 

and  trackage 

extend  to  financial  assistance.  A number  of  traffic/ arrangements, and 
however,  were  entered  into.  In  order  to  secure  connection  with  St. 

Louis  a,  trackage  agre  ment  was  made  with  the  Terre  Haute,  Alton  &■  St. 
Louis,  now  St.  Louis  Division  C.C.Cf.  & St.L.,  whereby  through  passenger 
"Chains  were  run  from  Chicago  to  St.  Louis  via  the  I.C.  to  Mattoon  and 
l.o.  T.H. , A.£St.L.  to  Illinois  town.  More  important  were  the  relations 
wiuh  Galena  Sr  Chicago  Union,  Chicago  & Northwestern  and  Chicago,  Bur- 


# For  s-  fuller  discussion  of  the  influence  of  the  Land  Grant  upon 
the  finances  of  the  railroad  see  chapter  III,  pp 
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ling  ton  & Quincy  b ...  main  line  and  Chicago  and  th  Lc 

Poor.ia  &■  Burlington  from  El  Paso  to  Gilman.  The  Central  was  built  in 
the  form  of  a Y with  one  arm  terminating  at  Chicago,  the  other  at  Dun- 
leith  and  the  foot  at  Cairo,  without  fwy* connection  between  the  two 
branches.  From  18-r7  on  the  Illinois  Central  was  an  important 


-trie-n  between  Chicago  and  northern  Iowa,  but  the  company  had  no  tracks 
of  its  own  from  the  Galena  and  Dunelith  bfanch  to  th  former  city.  To 
obviate  this  difficulty  trackage  ‘agreements  were  made,  first  with  the 
G.  <£-  .CTJ.  from  Freeport,  later  with  the  C.&N.W.  from  Dixon  and  still 
later  with  the  ^.B.  &•  Q,.  from  Mendoj^ta  by  which  these  respective  com- 
panies agreed  to  haul  Illinois  Central  trains  and  equipment  between  the 
main  line  and  Chicago  at  agr^e--  specified  amounts  per  train  or  car. 


This  connection  was  very  important  and  materially  increased  the  traffic 
of  system.  In  with ■ the  charter  tax  it  is  interesting  to 

note  that  the- earnings  received  from  hauling  the,  freight  frem  cv^r- 
these  various  foreign  lines  over  and  above  the  expense  w@re  separated 
from  the  gross  receipts  of  the  charter  lines  and  were  not  subject  to 
the  tax  of  seven  per  cent.  JUaeaevfhat  similar  arrangement^  was  made 
with  the  LP&B  by  which  the  I.C.  paid  the  latter  company  a fixed  rental 
varying  irom  $.r0,000  to  $7r,0 00  for  the  use  of  the  former's  tracks  be- 
tween El  Paso  and  Gilman.  Illinois  Central  trains  were  then  run  by  the 

latter  ever  this  piece  of  road.  Wo  portion  of  the  gross  receipts  were 
subject  to  the  special  tax. 

■In  1867  the  Central  extended  into  operations  into  Iowa  by  leasing 
for  twenty  years  one  Dubuque  & Sioux  City,  formerly  the  Dubuque  &■  Pa- 
cific, from  Dubuque  to  Cedar  Pal Is  ( and  also  the  Iowa  Palls  * Sioux  City 
(under  construction)  from  the  latter  point  to  Sioux  City  and  the  Cedar’ 
Palls  «•  Minnesota  (also  under  construction)  from  Cedar  Falls  northward. 
The  terms  of  the  lease  were  that  the  Central  should  operate  the  Iowa 

['  nSS’  reCR1V’  “11  3arningS’  pay  a11  expenses  of  operation  and  con- 


st.ruct.ion,  and.  pay  the  leased  companies  of  the  gross  receipts  to 

1877  and  36$  from  1877  to  1887.  At  the  expiration  of  the  lease  it  was 
to  be  reimbursed  for  construction  expenses..  Certain  minima  p -r  mile 
were  specified,  but  the  provisions  were  unimportant  except  in  the  case 
of  the  C.F.&M. , where  the  minimilm  rental  was  $113,000  per  year,  or 
$l,rOQ  per  mile.  The  operation  of  the  D&SC  and  the  I.F.&  S.C.,  espe- 
' daily  the  former,  were  profitable  to  J the  lessee,  but  the  C.F.&M. 
seldom  paid  operating  expenses  and  there  was  a heavy  annual  loss  on 
that  line  which  offset  the  gain  on  the  other  divisions.  Wo  purchase  of 
securities  was  made.  The  lease,  though  not  profitable  in  itself,  was 
of  considerable  value  on  account  cf  the  increased  traffic  on  the  char- 
ter lines. 


The.  operations  of  the  Illinois  Central  in  the  first  twenty  years 

» 

of  its  history  were,  in  the  main,  quite  profitable  to  its  owners.  At 
the  end  of  the  period  eleven  hundred  miles  were  operated  directly  and 
the  company  had  trackage  rights  over  about  two  hurd  red  more.  Gross  re- 
ceipts were  betwe  n eight  and  a half  te  and  nine  million  dollars  a year 

with  net  earnings  . 

. . 

Beginni ng  ■ wi bh  they ear  1871  the  company  entered  upon  a-  the  aar- 
keso  period  in  its  history.  While  the  Central  was  built  as  a north  and 
south  line  and  part  of  the  through  route  from  Chicago  to  Mobile  its 
business  at  the  close  of  the  Civil  War  was  primarily  with  Chicago;  its 
interests  were  confined  to  Illinois  and  Iowa;  in  other  words  it  was  a 
north  and  south  railroad  fulfilling  the  work  of  an  east  and  west  line. 
fH  T.  decade  from  1870  to  1880  was  a period  of  transition  in  the  op  - 
ticns  oi  the  railroad  and  of  radical  changes  in  the.  economic  affairs  of 
tae  Mis  issippi  Valley.  In  response  to  new  cd  nditions  the  road  was 
forced  to  expand  southward  and  in  doing  so  it  assumed  responsibilities 
which  threaded  its  stability  and  financial  success.  Moreover,  its 

strictly  northern  interests  suffered  from  various  causes.  In  187$  oc- 

cured  the  Chicago  fire:  in  ififio.i  0.70  --r-  , *v 

& ,,  iopy-iH  ana  following  the  so-called  Lake 


From,  alienated  the  good  will  of  the  people  of  the  state;  from 

1871  to  1880  radical  anti-railway  legislation  in  Illinois  and  Iowa  ma- 
terially raduced  tha  ravanua  of  the  company;  most  important  of  all, 
tha  territory  of  tha  Central  was  invaded  by  strong  competitive  rail/- 
roads,  especially  tha  eastern  trunk  lines,  and  fierce  rate  competition 
made  profitable  operation  impossible. 

As  the  result  of  the  Chicago  fire  and  trunk  line  competition  the 
Central  endeavored  to  develop  its  southern  connections.  The  Mobile  8 
Ohio  was  not  considered  desir^able  and  the  directors  turned  their  at- 
tention to  two  short  roads  from  New  Orleans  north,  the  New  Orleans, 
Jackson  8?  Great  Northern  from  the  New  Orleans  to  Canton,  Miss.,  and  the 
Mississippi  Central  from  there  to  Jackson,  Tennessee.  There  was  a gap 
of  a hundred  and  twenty  miles  from  Jackson  to  Cairo,  which  the  M.C.  did 


not  have  funds  to  complete.  In  1872  a contract  was  entered  into  be- 


twe  n the  thre  companies  providing  for  the  cons  true ti. on  of  the  Jackson 

Cairo  line  and  the  purchase  of  a minimum  of  $100,000  bonds  of  the  sou- 

1 s 

them  railroad  companies  Sr-year  by  -thrr- 1 -rC . After  various  negotiation 

in  1872  and  187b  the  I.  C.  purchased  $r,  000, 000  .7 c/o  bonds  of  the  two 
southern  roads  and  sold  an  equal  amount  of  its  gold  mortgage  bonds 
at  approximately  8 r.3  Interest  n on  the  N.O.,  St.L.  &C. , a consolida- 
tion of  the  NOJ&GrN  and  M. C.,  bonus  was  in  default  in  1876  and  on  March 
10th  of  that  year  the  two  roads  were  placed  in  the  hands  of  the  recei- 
ver.4 In  1878  a new  company,  the  Chicago,  St.  Louis  & New  Orleans  was 
created  to  take  charge  of  the  lines  south  of  Cairo  with  the  Illinois 
Central  in  control.  From  18.78  to  1882  the  road  was  operated  indepen- 

dentil  of  the  Central  under  Messrs  Osborn  and  Clark,  officers  of  the  com- 
J • A 

P ny^  and  the  entire  net  earnings  above  a small  amount  of  fixed  charges, 

a*,  expended  on  the  property.  ffiii  January  1st,  188b,  the  C.St.L.&N.  was 


i Annual  Report,  Illinois  Central  R.R.,  1872. 

o loid.,  lc  nod 

4 Ibid.,  1876. 


leased  for  999  years  ad  an  annual  rend  of  the 
bonus  of  dhe  ladder  company * 
After  the  foreclosure  in  1876  the  I.C.  w 
sums  do  the  southern  road  and  for  a oime  id  s 


interest  on  $18,000,000 

${0  0 OO’C'OC' 

as  forced  bo  advance  large 
eemed  as  if  dhe  in/-  estmend 


would  be  losd.  In  fact  dhe  English  and  Dudch  sdockholders  were  so 
frightened-  that  they  sent  over  a special  investigating  committee  in 
that  year.  However,  dhrough  uhe  efforts  of  Judge  Pendress,  Vice-Presi- 
dend  Osborn  and  General  Manager  Clark,  the  men  in  charge  of  dhe  souther 
lines,,  a reorganization  was  effected  which  was  very  f vorable  to  the 
I.C.  I»  ffihe  C.S.  t.L.&N.O.  had  $18,000,000  bonds  and  $10,000,000  stock, 
of  which  the  I.C. R.R.  held  $r,  000, 000  bonds  and  prac  tically  all  uhe 
stock.  In  the  lease  arrangements  were  made  whereby  the  entire  capital 
s tock  of  the  C.  Sd. L. &N. 0.  was  surrendered  do  the  I.C.R.R.,  which  in 
turn  issued  its  Afjo  leased  line  certificates.  In  1883  lfrre  cer- 

tificates to  the  extend  oH V,  f aa o were  divided  among  the  stockhol- 
ders as  a 17 c/o  dividend.  $640,000  was  Jiela  in  the  treasury  and  the  re- 

g 

mainder  belonged  to  former  creditors  of  dhe  iT.O.  ,St.L.&C. 

there  was  made 

The  Central  meanwhile  had  be  n expanding  in  dhe  north.  In  187_l/a 
traffic  agraemdn  and  quasi -guar ante  of  the  funded  debt  of  the  Gilman, 
Clinton  & Springfield  from  Gilman  to  Springfield.  After  a spirited 
contest  with  Pennsylvania  R.R.  Co.  interests  control  of  this  company 
was  secured  in  1877,  nd  in  1878  it  was  leased  do  dhe  I.C. R.R.  ad  a ren- 
tal of  on  $1,600,000  Qc/o  currency  bord  s of  dhe  Chicago  and 

Springfield,  the  succes  or  of  dhe  G.C.&'S.  These  bonds  were  guaranteed 

3 

principal  and  interest  by  the  lessee. 


In  1878  an  extension  was 


commenced  from  ]£  Otto  towards  Kankakee  a !af 


iviinonk  Yf]i;Lch  was  comple  ted  in  1884  ad  a 
cipal  and  interest  of  its  securities  was 
the  road  was  rented  ad  the  fixed  charges. 


cost  of  $1,700,000.  The  prin- 

guaranteed  by  the  lessee  and 

4 


Annual  Report,  Illinois  Central  R.R.,  1883. 
Ibid.,  1878  to  1883. 

3 Ibid.,  1877,1878,  1871 

4 Ibid.,  1878  do  1884. 
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About  the  same  time  two  short  feeders  were  constructed,  in  the 
south.  The  first  was  the  Canton,  Aberdeen  & Nashville  from  Koskiusko 
to  Aberdeen,  in  Mississippi,  and  the  second  uhe  Yazoo  &■  Missis  ippi 
Valley  from  Jackson,  Mississippi  140  miles  northwest.  In  both  cases 
nominally  ihdepedent  corporations  were  created  and  ..he  completed  road 
leased  by  the  I.C.R.R.  at  a rental  of  the  fixed  charges. 

Another  unimportant  addition  to  ohe  system  was  the  South  Chicago 
R.R.  from  73rd  Street  to  South  Chicago,  vhich  was  finished  in  1887  and 
rented  on  the  same  terms  as  the  other  railroads.  2 

By  these  arrangements  the  Illinois  Central  increased  its  mileage 
operated  from  1,108.97  in  1871  to  2,149.07  in  1886.  Of  this  mileage 
9^2.99  was  in  Illinois;  793.92  south  of  Cairo;  and  402.16  in  Iowa.  The 
700.0  miles  of  the  charter  lines  was  still  the  only  track  owned,  but 
the  entire  »9eHPikie&-e£-tke  capital  stock  and  a majority  of  the  funded 
debt  of  the  CStL&N£>, SC,K&SW, CA&N,Y&M7  was  owned,  giving  absolute  con- 
trol . 3 

The  financial  changes  during  this  period  were  unimportant.  In 
1873  $3, 000,000  additional  stock  was  issued  to  shareholders  at  par, 
making  the  total  capital  stock  outstanding  $29,000,000.^  The  construc- 
tion bond  mortgage  of  1801-1870  was  cancelled  .In  the  latter  year.  The 
&h  sterling  redemption  loan  of  1870  was  refunded  at  the  same  rate 
payable  in  1890  and  the  mortgage  cancelled.  On  August  10th,  1874,  a 
mortgage  on  the  charter  lines  was executed  for  $1", 000, 000,  including 
the  $2,  ’"00,000  loan  of  1890.  Under  this  mortgage  ther  was  issued: 
$2,000,000  &fo  sterling  bonds  of  1890;  LI, 000, 000  0%  bonds  of  1903; 
$2,000,000  3 l/2s  of  1801;  $1,000,000  4#s  of  1901;  L200,000  0# s of 
1900.  In  1886  LI, 000, 000  3 l/2s  of  19r0  were  issued  with  an  equal 
amount  of  r cjo  gold  C.  St. L.&N.O.  bonds  as  collateral.  In  addition  the 


Annual  Report,  Illinois  Central  R.R.,  1883-1886 
Ibid . 

I pit . , 1886 
Ibid.,  1873,1874. 

Ibid.,  1874,  187r. 

Ibid.,  1874,  187 r . 


following  obligations  of  subsidiary  companies  were  as  tuned: 

G.St.L.&N.O.  r$-8$  1890-19r  l $18,000,000.00 

G.St.L.&N.O.  4$  Stock  10,000,000.00 

Middle  Division  r$  $921  968,000.00 

Springfield  '*  6$  189r  1,600,000.00 

The  total  funded  debt,  including  the  leased  line  stock  certificates, 
but  excluding  $r, 000, 000  G. St. L.&N. 0.  .r$a  pledged,  amounted  to 
$41,971,000.  The  net  funded  debt  in  hands  of  she  public  was  consider- 
ably less  owing  to  holdings  of  G.St.L.&N.O.  bonds.  Interest  charges 
amounted  to  $2, 001, 40T . 00,  including  $.r0,000  set  apart  for  sinking 
fund.  The  total  capitalization,  debt  ana  stock,  amounted  to 
$70,971,000.00,  or  $40,r00  per  mile.1 2 3 

As  a result  of  the  .increased  mileage  gross  receipts  had  increased  . 
from  $8,401,141,  or  $7,.r90  per  mile,  to  $12,  f 29, 493,  or  only  $r,700  per 
mile.  The  earnings  of  the  charter  lines  had  decreased  by  over  twelve 
hundred  thousand  dollars  ana  in  1886  amounted  to  slightly  under  five 
and  a half  millions.  IT  . . Receipts  from  operation  of  the  railroad,  in- 
cluding investments  and  the  land  office,  increased  from  $3,0r6,232  in 

the  earlier  year  to  $4,988,466  in  the  latter.  The  operating  ratio  had 

fallen 

risen  slightly  from  rr.  3$  to  rr.l$. 

During  this  period  the  dividend  rate  had  fluctuated  considerably. 

187F 

To  1873  the  rate  was  10$;  in  1874/and.  187r  8$;  in  1876  4$;  1878-1881  6$ 
1882-1886  7 $ and  a G.  SB.  L.&N.  0.  stock  dividend  in  1883  of  17$,  equiva- 
lent to  14.6$  in  cash.  The  profits  from  operating  the  charter  lines 
were  reasonably  good,  but  they  resulted  from  rigid  economy  in  the  main- 
tenance of  the  property  which  allow  it  to  deteriorate  slightly.  The 
traffic  on  these  lines  was  also  greatly  increased  by  the  improved  sou- 
thern and  Iowa  connections.  The  general  position  of  the  company  was 
far  stronger  than  it  had  been  fifteen  years  earlier  and  it  was  now  in 
a place  where  it  could  meet  its  compeditors  on  equal  terms. 

1 Annual  Report,  Illinois  Central  Railroad,  ±871  oj  -P86 

2 Ibid. 

3 Ibid. 


The  third,  period  in  the  history  of  the  company  extending  from  1887 
1908,  although  nob  marked  by  the  violent  fluctuations  of  the  earlier 
periods  is  of  greater  interest  on  account  of  the  greater  scope  of  the 
company's  operations.  Two  distinct  features  are  prominent  in  its  de- 
velopment during  these  years;  (1)  the  rapid  and.  extensive  expansion  of 
the  system  , especially  its  efforts  to  reach  large  cities  such  s 
St.  Louis,  Omaha,  Indianapolis,  Louisville,  Memphis,  Birmingham  and 
Nashville;  (2)  the  internal  growth  of  the  railroad  as  marked  by  double 
tracking,  enormous  purchases  of  equipment,  improvement  of  roadbed  end 
the  development  of  terminal  facilities,  together  with  a steadily  in- 
creasing traffic  density. 


The  year  1887  is  one  of  the  most  important  in  the  history  of  the 

roan.  Early  in  that  year  it  secured  control  and  then  leased  two  short 

east  and  west  lines  in  Illinois,  the  Champaign,  Havanna  & Western  from 

Havana,  Ran soul  & Eastern 

Champaign  to  Decatur  and  Havana,  and  the  Ranteul  E.R.  from  Le  Roy  to 
West  Lebanaon.  These  reads  had  formerly  been  a part  of  the  Wabash  sys- 
tem and,  tapping  as  they  did  a rich  agricultural  territory,  had  be  n 
importan  t comeffltors  of  the  Central  by  diverting  grain  to  the  eas  o and 
west  trunk  lines.  They  were  purchased  at  foreclosure  sale  at  reason- 
able figures,  reorganized  into  the  Chicago,  Havana  &■  Western  and  Ran- 
toul  Railroads  respectively,  and  leased  at  a rental  of  fixed  charges.-1 
In  the  south  the  important  event  of  the  year  was  the  acquisition 
of  the  Mississippi  & Tennessee  from  Grenada  to  Memphis.  This  gave  an 


entrance  from  the  south  to  that  impor  tant  city.  It  is  interesting  to 
note  that  Vice-President  E.  H.  Harriman  was  instrumental  in  effecting 


this  acquisition. 


In  the  north  the  year  is  marked  by  the  surrender  of  the  Iowa  lines 
leases,  the  acquisition  of  those  roads  and  the  construction  of  a con- 
necting  line  from  Freeport  to  Chicago. 


1 
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The  lease  cf  the  D&SC,  IF&SC  and  CF&M  made  in  1867  was  to  termin- 
ate in  1887,  with  option  of  renewal  at  the  same  terms,  viz.  Z&jo  of  the 
gross  receipts  to  be  paid  as  rental.  Taking  into  consideration  addi- 

• 

tional  traffic  brought  to  the  charter  lines  and  other  factors  the  lease 
may  be  regarded  as  favorable,  on  the  whole,  to  the  Central,  although 
there  was  a considerable  deficit  in  the  operation  of  those  roads.  How- 
ever, the  traffic  on  the  Iowa  lines  was  net  as  great  as  it  should  have 
been  for  two  reasons:  (1)  the  terms  of  the  lease  made  it  inadvisable 
for  the  lesse  to  invest  large  sums  in  permanent  improvements  and  con- 
necting or  branch  lines  thereby  retarding  the  development  of  the  adja- 
cent country  and  also  lessening  receipts:  (2)  there  was  no  con  ection 
between  the  Galena  branch  and  the  Chicago  terminals  owned  by  the  lesse 
and  the  Central  was  at  a decided  disadvantage  comared  with  competing 
lines.  As  a result  the  Illinois  Central  lost  ground  in  Iowa,  relative- 
ly, from  1880  to  1887. 

When  the  lease  expired  the  lessee  refused  to  renew  it  under  its 

option,  but  instead  made  arrangements  with  owtb  rs  of  a majority  of  the 

stock  of  the  I.P.&S.C.  for  pur- chase  cf  a controlling  interest  in  that 

road.  The  completion  of  this  purchase  would  have  isolated  the  D.&S.C., 

a,nCi  the  owners  of  that  railroad,  rather  than  attempt  to  operate  the 

line  independently,  agreed  to  sell  a controllirg  interest  in  the  stock. 

• 

The  IF&SC  stock  was  purchased . at  $r0  per  share  and  the  D&SC  at  $81. 60, a 
very  reasonable  figures.  After  the  purchase  of  majority  holdings  in 
both  companies  the  minority  shareholders  sold  th.dr  stock  at  various 
prices,  usually  somewhat  lower  than  the  amounts  stated  above.  Thus,  by 
the  end  of  October,  the  time  that  the  lease'  terminated,  the  Central  had 
obtained  absolute  control  of  the  line  from  Dubuque  to  Sioux  City.  Be- 
ginning with  1888  the  IF&SC  was  consolidated  with  the  D&SC  under  the 
name  ox  the  latter  company,  the  stock  being  increased  from  five  million 
to  eight  million.  The  stock  of  the  D&SC  was  unchanged,  while  holders 
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of  IF&SG  securities  received  five  shares  of  the  1 a D&SC  stock  for  eight 
of  the  IF&SC,  or  a total  of  $2,87r,000.  The  remaining  $12r,000  of 
D&SC  stock  went  to  the  Illinois  Central  as  owner  of  the  Cedar  Rapids  & 
Chicago  and  Cherokee  fr.  Dakota  Railroads,  two  fe  ders . The  funded  debt 
of  both  companies  remained  the  same.1  The  Ceder  Falls&  Minnesota  was 
not  included  in  the  purchase  on  account  of  litigation  regarding  the  in- 
terpretation of  the  lease.2 


In  1887  and  1888  two  new  feeders  were  constructed,  the  Cedar  Ra- 
pids & Chicago  from  Cedar  Rapids  to  Manchester  on  the  old  D&SC  and  the 
Chercke  & Dakta  from  Cherckkee  on  the  old  IF&SC  to  Sioux  Falls,  South 
Dakota.  These  new  railroads  were  then  leased  to  the  D&SC  and  their 
funded  obligations  amounting  to  $3,930,000  assumed  by  that  company. 

The  bonds,  however,  were  retained  in  the  treasury,  of  the  I.C.R.R.  and 
used  as  collateral.3 


The  total  mileage  operated  in  Iowa  under  the  name  of  the  D&SC  was 

thus  Increased  to  • 69. T9  miles,  all  of  which  was  well  built  and  had  a 

good  traffic.  The  lines  owned  or  controlled  by  the  D&SC  were  leased  to 

the  Illinois  Central  on  March  l.rth,  1888  at  a rental  of  the  net  earning 

stock 

01  the  leasea  lines.  Of  a total/ capitalization  of  $8,000,000  of  the 
Dd-SG  the  I.C.R.R.  held  $7,882,800  and  in  addition  $r, 260,000  bonds, 
making  the  former  virtually  an  owned  lines. 


As  a corrolary  to  the  acquisition  of  the 
ouilt  a railroad,  called  the  Chicago,  Madison 


Iowa  lines  the  Central 
& Northern,  from  Fre  port 


to  Chicago,  with  two  branches  from  Fre -port  to  Dodgeville  and  Maids on 
Wisconsin.  The  road  was  built  by  the  CM&N  through  advances  made  by  the 
I.C.R.R.  and  rented  to  the  latter  /.  A nominal  amount  of  stock  was  is- 
sued to  she  lessee,  together  with  all  the  bonds  of  the  subsidiary  com- 


pany amounting  to  $4,370,000, 
the  former's  collateral  trust 
about  ten  million  dollars.  In 


where  were  pledged  as  collateral  for 
bonds.  The  total  cost  cf  this  road 
addition  to  providing  a connection 


was 

be- 


2:5 


tween  the  western  lines  and  Chicago  the  CM&II  gave  access  to  the  im- 
portant city  of  Madison  and  afforded  a possible  extension  to  Minnea- 
polis, Minnesota.  It  seems  there  was  considerable  talk  of  building- 
such  a line,  but  later  arrangements  with  the  Minneapolis  & So.  Louis 
from  Albert  Lea  to  Minneapolis  accomplished  the  same  purpose  without  a 


heavy  expenditure  of  capital. 

In  the  four-  years  following  the  completion  of  the  CM&II  in  1888 
there  was  a lull  in  the  activities  of  the  Central  and  the  operated  mile 
age  remained  practically  stationary.  The  only  construction  work  of 


importance  was  the  building  of  the  Cairo  bridge  from  Cairo  Junction  to 
E.  Cairo.  The  work  was  carried  on  by  the  C.St.L.&N.O.  through  advan- 
ces/hade by  the  I.C.R.R.  and  the  bridge  was  finished  in  1889  at  a total 
cost  of  something  over  $2,600,000.  $3,000,000  Ffi  Cairo  Bridge  Bonds  cf 


the  C . St . L. &N. 0.  were  issued  to  the  I.C.R.R.  as  repayment  cf  theadvan- 
ces  and  the  latter  then  issued  an  equal  amount  of  4^  Cairo  Bridge  col- 


lateral trust  bends.  The  bridge  was  leased  to  the  I.C.R.R.  by  the 
C.St.L.&N.  0.  on  June  2nd,  1890  for  an  annual  rental  of  $180,000.  Since 


then  the  lessee  has  made  an  arbitrary  charge  of  2^!  a hundred  for 
freight  ^nd  2.  yf  a pas  .enger  for  passenger  traffic  cross!  rg  oho  bridge. 

In  1892  the  railroad  / entered  upon  a short  period  of  expansion 
which  increased  the  operated  and  controlled  mileage  from  288 r miles  in 


18S2  to  F, QOS  in  1900  and  nearly  6000  miles  in  1908.  The  main  lines  of 
expansion  were  west  to  St.  Louis,  south  to  Hew  Orleans  and  south-east 
t-o  Louisville.  The  increase  in  mileage  is  coincident  with  the  uanic  of 
1893  and  the  breakup  of  the  Huntington  System  and  was  influenced  to  a 
large  extent  by  the  strong  financial  position  of  the  company  which  per- 
mitted it  to  take  advantage  cf  the  low  price  of  railroad  securities 
following  the  depression.  On  the  traffic  and  operating  sides  the  rea- 


son for  the  expansion  was  the 
reaching  the  important  cities 


desire  to  round  out  the  railroad  by 
0-l  St.  Louis,  Memphis  and  Louisville 


md 


24 


to  control  the  southern  traffic  of  those  commercial  centers.  The  Gan- 
ger of  prospective  competition  hastened  the  company's  hand  at  Limes. 

When  the  C.St.L.&N. 0.  was  acquired  the  Mobile  & Ohio  was  the  only 

ocher  railroad  competing  even  indirectly  with  the  Chicago-New  Orleans 

lines  of  the  Central  and  at  that  time  the  M&O  had  no  connection  with 

the  north  except  through  the  a narrow  gauge  line  from  Cairo  to  St. Louis 

In  1887  these  two  lines  were  consolidated  thus  placing  the  M&O  in  a 

more  favorable  competitive  position.  About  the  same  time  the  Hunzting - 

ton  System  of  Railroads  embracing  the  Southern  Pacific  R.R.,  Central 

Pacific  and  Newport  News  Company  properties  of  the  Chespeake  & Ohio 

and  Chespeake,  Ohio  & Southwestern  encroached  seriously  upon  Illinois 

Central  territory.  In  1881  two  short  railroads  between  Memphis  & Louis 

ville,  Kentucky,  were  merged  into  the  C.O.&S.W.,  the  lines  brought  up 

oo  standard  and  a gap  of  fifty  miles  finished.  At  first  this  new  ccm- 

jpany  gave  the  Central  a very  valuable  irt  erchange  of  traffic  at  Memphis 

and  Fuloon,  but'  in  188  the  Huntington  interests  commenced  the  construe 

tion  oi  a railroad  between  its  Newport  News  and  Southern  Pacific  proper 

ties..  Some  unimportant  railways  in  eastern  Louisiana  and  western  Mis- 

sipfi  *f°re  cons  oliaateo.  into  the  Louisville,  New  Orleans  & Texas, 

charters  were  secured  in  those  states  and  Tennessee  and.  a line  built 

from  New  Orleans  to  Memphis.  It  was  finished  at  the  close  of  1884  and 

aff erded-a  although  fifty  miles  longer  than  the  M&T-CStL&NO  route  be- 

twe  n those  places  its  lower  grades  and  easier  curves  made  it  a formid- 

^bl.  r ivc«l  the  latter  company.  In  the  seven  years  from  188T  to  1891 

the  gross  receipts  of  the  LNO&T  grew  from  $1,390,71.7  to  $3,716,429  and 

m the  latter  year  were  only  slightly  less  than  those  of  the  Illinois 

Central  south  of  Cairo.  The  fierce  competition  betwe  n the  two  roads 
. on 

aS  UnprCflt'able  _c'°  both  anb/the  breakup  of  the  Huntington  System  in 
1891  the  LNO&T  was  left  isolated.  Its  large  funded  debt  made  it  es- 
pecially vulnerable  and  the  Illinois  Centrl  took  advantage 


of  the  op- 
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portunity  to  purchase  the  property  from  the  Huntington  interests. 

$r, 000,000  in  cash  and  $20,000,000  4 f I.C.R.R.  collateral  trust  bonds 
were  given  in  exchange  for  this  railroad,  which  at  the  time  was  807.7 
miles  in  length  and  had  net  earnings  averaging  between  a million  and 
a million  and  a halt*  a year.  The  investment  in  itself  has  never  been 
very  unprofitable,  while  the  elimination  of  competition  has  very  ma- 
terially increased  both  the  receipts  and  the  profits  of  the  original 
southern  lines.  On  account  of  federal  and  state  laws  the  LITO&T  has 
I alWays  been  oP^ted  independently,  although  for  all  practical  purpose, 
the  I.C.R.R.  and  this  company  are  one  and  the  same.  The  former  owns 
all  but  a few  hundred  thousand  dollars  of  the  funded  debt  and  all  but 
$300,000  of  the  capital  stock  of  $6,000,000.  The  funded  debt  amcuntin, 
tc  $3r,  r 84, 000  1st  and  2nd  mortgage  and  Land  Grant  Income  bonds  are  • 

I held  m the  treasury  as  collateral  for  $2r,  000,000  Aff,  I.C.R.R.  gcld 
bends  of  1913,  while  the  stock  is  owned  by  the  Mississippi  Vallry  Cor- 
poration, a subsidiary  holding  company.  In  October,  1892,  the  H04T 

I Was  B'‘rgoa  1"t0  tlle  Yazoo  & Mississippi  Valley  R.R.,  the  subsidiary 
Ilm..,  01  the  central  from  Jackson,  Mississippi,  northward,  but  it  was 
: not  until  1898  that  the  lease  of  the  Yazoo  branch  was  surrendered. 

! P0U°Wlne  ^ Panlc  °f  1863  Antral  took  advantage  of  the  low 

Wi°e  °f  C0&SW  SeCUrltieS  t0  P^chase  a oontrollirg  interest  in  that 
road  and  connected  companies.  This  railroad  extended  from  Memphis 

northeast  via  Pulton  and  Paducah,  Ky. , to  Louisville,  with  branches  to 
Evansville  * Owensboro,  owned  by  subsidiary  companies.  The  40  miles 
from  Cecilia  to  Louisville  was  rented  from  the  Louisville  * Nashville. 
iHia  Central  hesitated  to  encroach  upon  the  territory  of  the  latter  sys- 
tem and  therefore  made  arrangements  whereby  it  surrended  the  COAST  to 
jche  LAN  and  received  m return  perpetual  running  rights  from  Pulton  to 
M-mphi..  However,  the  courts  decided  that  the  LAN  had  no  authority  un- 

f'5r  10S  Cimrter  SUCh  “ and  i„  July,  1896>  ^ 


26 


v/cis  sold.  under  foreclosure  sale  in  the  interes ts  c i 9h  ‘ Illi  1^i,j  l...  i 
ural.  Thd  minority  interests  were  of  considerable  importance,  duL  an - 
ter  a rather  protracted  and  expensive  litigation  the  properties  were 
reorganized  and  purchased  by  the  C.St.L.&N.O.  A mortgage  bo  the  ex- 
tent of  $29,000,000  in  Affo  bonds  was  placed  on  the  property  and  of  this 
$21,788,000  was  eventuallly  disposed  of,  the  remainder  being  held  for 
improvements  and  acquisitions.  The  roads  were  consolidated  with  -h  • 
system  as  the  Lousville  Division  on  July  1st  and  Augus c Is  u,  1897, 
with  a total  mileage  of  9 79  miles. 

v The  Iiousville  Division  wax  an  extremely  important  addition  to  the 
System.  The  traffic  'on  the  lines  uhems elves  were  was  heavy,  reaching 
$4,293,346  in  1900,  and  in  addition  a large  and  valuable  tonnage  was 
contributed  to  other  parts  of  the  railroad.  Moreover,  the  portion  of 
the  road  from  Memphis  to  Fulton  was  used  as  a pa ’t  of  the  through  Chi- 
cago-New Orleans  route. 

The  third  important  acquisition  of  this  period  was  the  St.  Louis, 
Alton  & Terre  Haute  R.R.  and  subsidiary  lines.  Formerly  this  company 
had  a line  # from  St.  Louis  to  Terre  Haute  and  leased  lines  from  the 
first  city  southeast  to  Du  Quoin,  Eldorado  & Paducah,  but  in  1892  the 
former  division  was  sold  to  the  C. C.C.&St.L.  for  $10,000,000.  The 
remainder,  commonly  termed  the  Cairo  Short  Line,  had  always  had  close 
traffic  connections  with  the  Central  and  with  the  southern  ad  itions  to 
the  system  it  seemed  advisable  to  bring  this  road  into  closer  operating 
relations.  After  negotations  with  the  owners  of  the  StIA&TH  the  orig- 
inal line  from  E.  St.  Louis  to  Belleville  and  the  leased  lines  were 
leased  to  the  Illinois  Central  on  October  1st,  1899,  the  lease  being 
for  99  years  and  the  rental  interest  on  the  securities  of  the  StLA&TH 
and  the  assumption  of  the  leases  of  the  former  subsidiary  reads.  Dur- 
ing the  next  two  years  the  stocks  and  bonds  of  the  various  companies, 
excepting  small  minority  holdings,  were  exchanged  for  Illinois  Central 
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3 °fo  and.  3 l/2<fo  St.  Louis  Division  bonds  on  specified  terms.  To  effect 
the  purchase  $r, 000, 000  3$>  and  $10,000,000  3 1/2 bonds  were  is  u-  d. 
With  a total  interest  charge  ci*  $r00,000.00 

The  Cairo  Short  Line  had  been  a very  profitable  system  and  while 
the  Central  paid  a good  price  for  the  property  the  net  earnings  more 
than  justified  the  purchase.  In  1900  gross  receipts  amounted  to 


$1,878,484,  while  the  net  earnings  were  $672,114,  or  $164,089  above 
interest  requirements.  Moreover,  the  acquisition  of  this  road  retained 
permanently  a very  valuable  traffic  connection  with  St.  Louis,  which  is 
becoming  of  incre  iL i nip oi.  ~tict tio * ■ y ~s p o c ict 3. 1.  i "^i  uirct  i pi_*  ov o s ct  ^ o ocl 
outlet  for  southern  Illinois  coal.  The  increase  in  mileage  as  result 
of  the  lease  was  239  miles. 

In  the  same  year  in  which  the  Lousville  Division  was  formally 

leased,  1897,  the  Central  purchased  a small  coal  road  in  southern  II- 

7 r miles  in  length 

linois,  the  Chicago  & Texas/  L was  important  as  a feeder  and  in  ad- 

* . ^ rn 

di tion  afforded  a connection  with  the  lines  of  the  St.  Louis  S outhwe sub 


at  Grays  Point. 

In  1900  through  connections  were  secured  between  St.  Louis  and 
Chicago  by  the  purchase  of  that  portion  of  the  St.  Louis,  Peoria  & 
Northern  from  E.  3u.  Louis  to  X Springfield,  the  remainder  going  to  the 
Alton.  This  piece  of  track,  97.09  miles  in  length,  was  bought  at  fore- 
closure and  reorganized  into  the  Litchfield  Division,  the  purchase 
price  being  $3,000,000  3^  Litchfield  Division  bonds.  PrevisosLS  tc 
this  time  the  I.C.  had  trackage  r;ights  over  the  StLA<£TH,  later  the 
C.O.G.&St.L.  from  Pana  to  E.  St.  Louis,  but  this  addition  gave  the 
system  an  independent  entrance  to  St.  Louis  from  the  nor oh,  shorted  the 
Chicagc-So.  Louis  mileage  by  6.58  miles  and  connected  the  capital  of 
Illinois  with  St.  Louis.  By  the  new  arrangement  the  old  Chicago  & 
Springfield  railroad  was  converted  from  a rather  unprofitable  branch 
and  feeder  line  into  an  increasingly  important  main  line. 


Cj 

The  fourth  important,  city  or  the  Mississippi  Valley  tc  be  brought 

within  the  system  was  Omaha.  Zhe  western  termini  of  the  Iowa  lines 

and 

were  the  cities  of  Sioux  Falls/Sioux  City,  but  neither  had  important 
Pacific  connections.  In  order  to  secure  a portion  of  transcontinental 
business  the  Central  in  1899  and  1900  constructed  a railroad  from  Ft. 
Dodge  on  the  old  IF&SC  to  Council  Bluffs  and  then  acquired  valuable 
terminals  at  Omaha  and  Council  Bluffs , including  controlling  interest 
in  the  Omaha  Bridge  and  Terminal  company.  The  new  Omaha  Division  was 
151.02  miles  in  length  and  cost,  exclusive  of  terminals,  $4,100,000. 

Il,  is  commonly  understood  that  this  line  has  never  been  a paying  pro- 
position in  itself  due  to  the  intense  competition  between  Chicago  and 
Omaha,  but  the  additional  long  haul  tonnage  secured  by  this  trans-con- 
tinental  connection  has  materially  increased  the  receipts  of  other  part 
ox  the  railroad  and  it  is  probable  that  the  recent  control  of  the  I.C. 
by  the  Unicoi  Pacific  R.R.  will  increase  the  traffic  of  this  division. 

The  fourth  important  extension  of  the  system,  also  in  1900,  was  tc 
Peox'ia,,  in  Illinois.  In  that  year  the  bankrupt  Peoria,  Decatur  & 
Evansville  from  Peoria  to  Evansville,  Ind.,  was  bought  at  foreclosure 
sale  xcr  approximately  five  and  a quarter  million  dollars.  The  road 
was  worth  considerably  more,  it  had  a traffic  which  would  be  profitable 
m itself  under  efficient  management  and  gave  a connection  with  Psora, 
the  most  important  industrial  center  in  Illinois  south  of  Chicago . 
Tapping  a, s it  do>,s  a,  rich  agricultural  aid  manufacturing  district  it 
aiver^ts  considerable  traffic  to  the  main  lines. 

During  the  next  five  years  no  important  additions  were  made  to  the 
system.  As  a temporary  measure  the  company  leased  in  that  year,  under 
option  to  purchase,  the  line  of  the  Tennessee  Central  from  Hopkins vi 11 
t.  uuthvill  Tenn,  8"  miles  long.  An  attempt  was  made  tc  develop 
traffic  from  Chicago  and  other  northern  points  to  Nashville  and  large 

expenditures  were  Made  on  tenninals  at  „lle  to  facilitate  Alness 
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j The  expectations  were  not  realized  and  cn  July  1st,  1908,  the  lease  was 
I abandoned,  the  net  result  having  been  a heavy  loss.  However,  it  seems 
improbable  that  this  connection  will  be  abandoned  permanently  and  it 
j is  likely  that  the  Tonnes se  Central  will  be  purchased  at  foreclosure, 
since  Lhe  company  cannot,  operate  independently. 

1.07  oh.  C.,ntr^l,  through  che  subsidiary  Indianapolis  Southern, 
finished  the  construction  of  a railroad  from  Effingham,  111.,  to  Indi- 
anapolis, Indiana,  1W.07  miles.  This  is  a low-grade,  well  built  line 
intended  for  minerals  and  other  heavy  freight.  At  present  it  chief 
importance  comes  from  the  valuable  coal  and -stone  traffic,  but  it  is 

probable  that  the  general  business  will  soon  be  of  fair  importance.  It 
is  now  operated  independently. 

Perhaps  the  most  important  extension  of  recent  years  is  the  new 

; lln0  rrcm  Jackson'  t.0  Birmingham,  Alabama.  This  line  of  216.6 

j miles  is  partly  trackage  rights  over  the  M.  & 0.  and  KC.,  M.  & B.  and 

partly  new  construction.  The  line  is  built  with  t 

j-xne  is  built  with  low  grades  and  easy 

| curves  at  a heavy  expense  and  is  intended  tv-  ~ „ 

nx, i or  a.  large  mineral  traffic. 

It  affords  a direct  connection  between  the  great  agricultural  andin- 

d us tnai  region  of  the  north  served  by  the  Central  and  the  rapidly 

growing  Birmigham  industrial  territory. 

In  addition  to  these  important  additions  there  have  been  a number 
01  small  acquisitions  in  Illinois,  Indiana,  Iowa  and  the  South,  espe- 
cially in  the  southern  Indiana  am  southern  Illinois  coal  regions. 

These  feeders  ^rir!  i 

- urge  ana  rapidly  increasing  agricultural  and  min- 

■°ral  traffic  to  the  main  lines  Tb/o  ~ „ 

_h  . Cons  truction  work  of  the  Y &M  V 

in  “i-laslwl  needs  particular  mention.  In  the  last  ten  years  thil  ‘ 

r°"  h'"S  bUl1"  S0mO  f0Ur  Of  feeders  in  branches  in  that 

| ’ th0ret>3'  dBVSlCPln®  ln  a striking  manner  the  rich  bottom  lands. 

I & r0oUlb  ''-1  t,hes0  various  acquisitions  the  Illinois  Central 

system  has  increased  from  2886  miles  in  1886  to  a tot^l  of  6U.-o.r2 


owned  and  £,312.64  miles  operated,  including  trackage  rights,  in  1908. 

Ov  even  greater  significance  than  the  mere  increase  in  length  is 
the  steady  and  often  rapid  improvement  of  the  system.  In  1886  the  Cen- 
tral was  primarily  a trunk;  line  between  Chicago  and  New  Orleans  with 
branches  in  Illinois  and  Iowa.  At  present  it  is  a well  rounded  system 
reaching  all  the  important  commercial  centers  of  the  middle  Mississippi 
Valley  from  Minneapolis  to  New  Orleans,  with  numerous  fe  ders  and 
branches  and  valuable  terminal  facilities.  Its  traffic  strength  has 
been  increased  greatly. 


As  an  accompaniment  there  has  come  a marked  improvement  in  physi- 
cal standards.  Cuts  and  fills  have  bem  widened;  bridges,  trestles  and 
culver os  rebuilt  for  heavy  traffic;  heavy  rails  relaid  and  track  brougfa 
t'°  a hig]l  s bate  of  efficiency;  emple  yeard  and  terminal  facilities 
provided  on  all  parts  of  the  road;  heavy  grades  and  sharp  curves  elim- 
inated or  reduced  wherever  possible;  buildings  of  a prmanent  character 
erected;  in  a word  the  engine  ring  features  placed  on  a high  standard. 
In  1908  on  oh.-  Illinois  Central  operated  lines  there  was  78  r . 06  miles  of 
second  or  additional  main  track  and  1799.91  nub  s of  sidings,  equal  to 
nearly  one  half  the  line  mileage.  The  handle  the  increase  in  traffic 
large  expenditures  have  beenmade  for  equipment  of  all  kinds.  It  is  a 
striking  fact  that  rapid  as  has  been  the  expansion  of  the  system  the 
expenditures  for  betterments,  improvements,  new  equipment  and  terminals 
has  mere  than  equaled  the  entire  cost  of  2300  miles  of  new  line.  Train 

service,  both  passenger  and  freight,  has  been  perfected  in  an  equally 
pr ogre s s i v e manner . 


Porhaps  the  most  impressive  factor  is  the  development  of  gross 
receipts  and  net  earnings.  The  former  has  increased  from  $12, ,-89,483 
or  820  per  mile,  to  $18r9*>~  $.-7,187,6.-6  in  1908,  or  $12, .-70  per 
mile.  The  gross  receipts  for  the  entire  system  were  over  sixty  five 

ajidons  m 1.08.  Net  earnings  have  increased  somewhat  slower,  viz. 
J-r-m  $4,738,9.-2  to  $13,417  too  . 


t-C  $13,417,129. 


bo  somewhat,  larger  than  for  1908.  As  a result  of  increased  net,  earn- 
ings and  lower  inc,  erest,  rates  the  dividends  have  been  well  mainoaL  ned. 
Six  per  cent  was  paid  in  1888  to  1890;  Tf  1891  to  1899;  r 1/2%  in  190O; 
QP/o  1901  to  190,r  and  / 7%  1906  oo  1908. 

The  capital  changes  in  the  period  from  1886  to  1908  have  been  very 
important.  The  scock  has  increased  from  $29,000,000  to  $98,040,000, 
ha  ere  being  issued  to  the  stockholders  $11,000,000  in  1887;  $8,000,000 
in  1891;  $8,000,  000  in  1893;  $2,800,000  in  1896;  $7,800,000  in  1900; 
$6,060,00.0  in  1901;  $13,200,000  in  1902;  $18,840,000  in  1903.  A fur- 
ther issue  of  $14,286,000  was  authorized  in  1908,  but  not  disposed  of 
unoil  after  the  close  of  the  fiscal  year.  These  various  increases  were 
sold  to  the  shareholders  at  par  in  proportion  to  their  holdings,  with 
the  exception  of  $7,800,000  in  1900  which  was  sold  to  Kuhn,  Loeb  & Co. 
of  New  York  on  failure  of  stockholders  to  subscribe. 

The  f unded  debt  has  increased  even  more  rapidly  than  the  stock  ac- 

178  08 3 278 

count,  viz.  from  $36,971,000  in  1866  to  $381y0e3r3?P  in  1908.  However, 

; the  laige  earnings  of  the  company,  its  strong  financial  position  and 
the  large  equity  value  of  the  stock  have  permitted  the  company  to  carry 
with  safety  this  heavy  preponderance  of  indebtedness.  In  1907,  the 
most  prosperous  year  in  the  history  of  the  company,  net  income  amounted 
to  $19,363,683.80,  or  $11,687,091.11  in  excess  of  interest  requirements 
while  the  surplus  in  1908,  a panic  year,  was  $7, 996, 399.26.  The  en- 
tire debt  in  the  hands  of  the  public,  with  slight  exception,  is  on  a 

four  per  cent  basis  and  much  of  it  has  been  issued  at  rates  as  alow  as 

3 1/2 

The  mere  important  ad  litions  to  the  debt  may  be  reviewed  briefly; 
1888_$1,  , QpO, 000  4 % collateral  trust  bonds  due  in  1982  were  issued, 
covering  ohe  CA&N, Tf&MV, CH&W,R, C&D, CR&C,  CM&N;  In  1889  $3,800,000  Mem- 
phis Divisions  3 l/2s  of  1981  were  sold;  in  1892  $3,000,000  4%  Cairo 
Bridge  Collateral  bonds  were  issued,  secured  by  an  ernm  am™™*.  ~-e 


secured  by  an  equal  amount 
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CStL&NO  rc/o  C.B.  bonds  xx;  to  effect,  the  purchase  of  the  LNO&T  $2r, 00000 
■ 4^  collateral  trust  bonds  of  19,r3,  based  on  $3r,936,000  LfTO&T  securi- 
I Ities,  vnjore  Is  ued;  in  189r  a mortgage  to  the  extent  of  $10,000,0000 
Was  placed  °h  the  Iowa  lines  and  Western  Lines  4s  xx  of  19ri  have  been 
sold  to  the  extent  of  $r,42r,000;  in  1897  a mortgage  was  placed  on  the 
Sl.  Louis  Division  for  10,000,000  3 l/2s  of  1911  and  $r, 000,000  3s  of 
isri,  all  of  which  have  been  disposed  of  or  are  held  to  reire  prior 
Hens;  In  the  same  year  a mortgage  was  placed  onthe  Louisville  Division 
for  $21,000,000  4s  of  1913  and  $23,888,000  are  outstanding;  in  1900  mo 
mortgages  were  placed  on  the  Omaha  Division  for  $1,000,000  and  on  the 
Litchfield  Division  for  $4,000,000,  of  which  all  of  the  former  and 
$3,231,000  of  the  latter  are  issued;  In  1908  a mortgage  was  executed  on 
the  Purchased  Lines  for  $20,000,000  3 l/2s  of  1912,  of  this  amount 
$14,662,000  is  outstanding  and  the  remainder  held  fcr  prior  liens  or 
to  cover  improvements;  in  1908  $30,000,000  1st  lien  equipment  4s  of 
| 1923  were  iss  ed,  but  none  have  yet  been  sold.  In  addition  to  the  se- 
curities of  the  I.C.R.R.  CO.  the  subsidiary  roads  have  issued  a con- 
siderable amount  of  funded  debt,  but  practically  all  is  held  in  the 
I treasury  of  the  holding  company  or  pledged  under  collateral  trus  t 
agreements.  Most  of  the  issues  have  been  sold  at  par  and,  with  the  ex- 
ception of  the  Omaha,  St.  Louis  and  Litchfield  Divisions  mortgages  any 
discount,  has  be  n made  good  from  income. 

i IwOa  oo  oimplixy  che  organization  of  the  company  the  Illinois 

Central  R.K.  Co.  purchased  the  foilwing  subsidiary  companies  and  sub- 
i d th  ii  property  oo  ohe  Purchased  Line  Mortgage  of  19.r2:  CM&N, 
CH&Y?,C&S,  S,  C&T , MC, S tL&OR, M&O , G&SR,  CAH.K&SW,  Litchfield,  St.  Louis 
and  Peoria  Divisions,  with  a total  mileage  of  1,390.71. 
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The  legal  organization  of  the  Illinois  Central  System  is  far  from 
simple  and  a clearer  understanding  of  the  charter  tax  and  the  tax  suit 
will  be  ©ined  by  a brief  description  of  the  relations  of  the  various 
subsidiary  companies  to  ea&h  other  and  to  the  Illinois  Central  R.R.  Co. 
Since  the  organization  was  materially  modified  in  lP04-0f  it  is  neces- 
sary to  treat  the  two  periods  separately. 

The  Illinois  Central  Railroad  Company,  chartered  February  10th, 

18>r  1,  is  both  an  operating  and  a holding  company.  Prior  to  1904  the 
70T . f miles  of  charter  line  was  the  only  mileage  owned  in  fee  simple 
and  at  that  time  the  subsidiary  roads  were  controlled  through  lease  and 
ownership  of  securities.  Where  new  railroads  were  constructed,  e.g. 
the  Chicago,  Madison  &■  Northern,  a dummy  corporation  was  organized,  a 
nominal  amount  of  stock  issued  to  the  Illinois  Central  R.R.  Co.  and 
off ecers  of  the  latter  corporation  elected  directors  and  officers  of  th 
.jubsiui.-,±y . The  construction  was  financed  through  advances  made  by  the 
Central  to  the  dummy  concern,  which  gave  its  notes  or  bonds  to  cover 
the  advances . On  completion  of  the  undertaking  it  would  be  leased  at 
a contingent  or  fixed  money  rental.  No  securities  of  the  subsidiary, 
except  directors'  shares,  are  in  the  hands  of  the  public.  The  stock  is 
held  in  the  treasury  of  the  Central  at  a nominal  valuation  and  the  di- 
rectors or  officers  of  the  operating  cc  mpany  control  the  management  of 
the  net  company  chrcugh  this  stock.  In  the  course  of  construction  a 
mortgage  has  usually  be  n placed  on  the  property  and  the  bonds  or  notes 
are  used  as  collateral  for  Illinois  Central  bends  or  else  held  as  free 
assets . 


Tne  organization  in  the  case  of  acquired  lines  is  practically  the 
same.  With  two  or  thre  exceptions  these  roads  have  been  purchased  at 
foreclosure  sale  and  ,in  the  reorganization  a new  company  is  established 
in  the  same  manner  as  used  in  the  case  of  a new  railroad.  As  shown  Is 

tex  ^ dh.exeno  x*ule  has  be  n followed  in  the  acquisition  of  the  Dubu- 
que and  Sioux  City  and  Louisville,  New  Orleans  & Texas  railroads. 


For  operating  purposes 
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the  system  is  divided  into  four  divisions: 
(1)  Western  Lines  operated  by  the  Dubuque  & Sioux  City;  (2)  South  rn 
Lines  owned  by  the  Chicago,  St.  Louis  & New  Orleans  (the  Canton,  Aber- 
deen & Nashville  is  an  exception);  (3)  Northern  Lines,  other  than  Iowa 
Lines;  (4)  Yazoo  & Mississip  i Valley  R.R.,  owned  by  the  I.C.R.R.,  but 
operated  independently. 


The  Dubuque  & Sioux  City  Railroad  Company  owns  the  entire  Illi- 
nois Central  mileage  west  of  Dubuque.  The  capital  stock  amounts  to 

y 000, 000,  of  which  $11,719,  TOO  is  issued.  Of  this  the  Illinois  Cen- 


tral R.R.  Co.  and  controlled  companies  owns  $11,710,800,  leaving  only 
$48,700  in  the  hands  of  the  public.  The  funded  debt  is  of  two  kinds. 
First,  there  is  $7,rir,798  mortgage  bonds  of  the  Dubuque  & Sioux  City 
R.R.  Co.,  representing  largely  securities  issued  prior  to  1890.  In  ad  - 


dition  the  Illinois  Central  R.R.  Co.  as  lessor  of  the  D&SC  properties 
has  placed  a Western-Line-  mortgage  on  the  road  for  $10,000,000  4 
Western  Line  bonds,  of  which  $r, 427,000  is  issued.  Second,  it  has 
placed  a mortgage  for  $r, 000, 000  3s  of  1911  on  the  Omaha  Division,  all 
0x  is  outstanding.  None  of  the  last  two  issues  are  held  in  th 

treasury.  Of  the  mortgage  bonds  $1,246,298  is  held  in  the  treasury  un 
pledged  and  $5,930,000  pledged.  Only  $2, 339, TOO  D&SC  mortgage  bonds 
are  in  the  hands  of  the  public. 

Tne  first  lease  of  the  D&SC  was  dated  September  13uh,  1867,  and 
has  already  been  referred  to.  After  the  reorganization  of  the  D&SC  ant 
IF&SC  a second  lease  was  made  on  March  If  th,  1888,  during  the  charters 
exiouenceox  the  D&SC.  A third  lease  was  executed  on  February  28th, 
1891,  ± or  16  years,  and  a fourth  on  January  21st,  189T.  The  last  and 
present  agreement  was  executed  on  July  1st,  1904.  In  substance  these 
last  four  leases  provide  that  the  Illinois  Central  R.R.  Co.  shall  oper- 
ate the  lines  of  the  D&SC,  receive  all  receipts,  pay  expenses  of  opera- 
tion and  taxes,  and  surrender  to  the  leassor  uhe  net  earnings.  Vir- 


3r 


tually  this  is  k rental  of  the  not/  earnings,  or  contingent  money  ren- 
tal. Provisions  are  also  made  for  distributing  the  gross  receipts  be- 
tv/e  n the  two  companies.  Nominally  the  two  companies,  the  I.C.R.R.  and 
D. <£S . C . R. R.  , are  distinct  ■ and  separate  corporations,  but  since  the 
fuimei  owns  99. 62^6  of  the  stock  of  the  latter  the  two  are  practically 
one  concern. 

The  lines  south  of  Cairo  are  controlled  in  a somewhat  slightly 
different  manner.  In  1877  the  Chicago,  St.  Louis  & New  Orleans  was 
chartered  as  reorganization  of  Mississippi  Central  andNew  Orleans,  Jack 
sen  & Great  Northern.  In  188  it  purchased  the  Missisf  ippi  & Tennes  -ee 
at  foreclosure  and  in  1897  the  properties  of  the  Chespeake,  Ohio  & 
Satuestern,  likewise  at  foreclosure  sale.  It  nows  owns  in  fe  simple 

l, 286.17  miles  of  line. 

$10,000,000  of  stock  is  outstanding  and  of  this  amount  $9,999,200 
io  h-  Id  by  th- . Illinois  Central  R.R.  Co.  , only  $700  being  in  the 
ha  io.s  of  the  public.  However,  for  this  stock  the  Central  has  issued 
Leased  Line  Stock  certificates,  practical  y APfo  debenture  notes,  which 
are  now  held  by  investors.  This  arrangement  is  really  a trust  agree- 

m . whereby  the  Illinois  Central  R.R.  Co.  holds  the  stock  in  trust  for 
outsiae  parties  and  by  doing  sc  obtains  control  of  the  property. 

Mortgage  bonds  to  the  extent  of  $54,100,000  have  be  n is  ued  and 
are  outstanding.  $10,000,000  of  this  is  really  nominal,  consisting  of 
old  bonds,  etc.,  not  yet  cancelled  held  in  the  treasury  of  the  Central 
until  maturity.  Of  the  remaining  $24,1000,000  $1,266,000  3 l/2s  of 
lPPO  and  $3,000,000  rf  Cairo  Bridge  bonds  are  held  as  collateral  for  an 
equa.1  amount  of  Illinois  Central  sterling  3 l/2s  of  1910  and  C.B.  4s  of 
19.  0.  There  is  cutstanding  in  the  hands  of  the  public  $16,234,000 
C.S-..L.  AN.  0.  bonds.  In  addition  the  Illinois  Central/placed  a mort- 
gage or  $81,000,000  on  the  Louisville  Division.  $28,789,000  has  been 
.issued  under  the  mortgage,  none  of  which  is  held  within  the  system. 
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The  G.SO.L.&  N.O.,  or  southern  lines,  is  leased  at  a fixed  money 
rental.  The  lease  now  in  effect  was  signed  June  13th,  1882,  and  pro- 
vided that,  the  Illinois  Central  R.R.  Co.  di  ould  evra-asd  operate  the 


C.St.L.&  N.O.  at  a rental  of  APfo  per  annum  on  the  capital  stock  and 
interest  on  the  $18,000,000  funded  debt  of  the  company.  At  later  dates 
the  G.St.L.&N.O.  leased  the  Cairo  Bridge,  the  Memphis  Division,  former- 
ly Mis  issippi  & Tennessee,  and  Louisville  Division,  formerly  Chepeake, 

interest 

Ohio  & Southwestern,  at  a rental  of  the  fixed/ charges . 
branch  is  rented  for  $40,000  per  annum. 

The  position  of  the  Cairo  Bridge  is  somewhat  different  from  that 
of  the  other  parts  of  the  CStL&NO . This  bridge  was  built  in  1887-89  by 
the  C.St.L.&N.O.  through  advances  made  by  the  Illinois  Central  R.R. 

Co.  On  account  of  the  course  of  the  river  at  Cairo  that  portion  of  the 
bridge  located  east  of  the  northwestern  shore  of  the  Ohio  river  is 
within  the  boundary  lines  of  the  state  of  Kentucky,  the  remainder, 
termed  the  Illinois  approach,  is  within  the  state  of  Illinois.  However 
the  bridge  is  interstate,  not  state.  On  June  2nd,  1890,  the  C.St.L.&I'TO 
as  owner  of  the  Cairo  Bridge  leased  it  to  the  Illinois  Central  R.R.  Co. 
for  992  at  a fixed  rental  of  $180,000,  being  T°fo  on  $3,000,000  Cairo 
Bridge  bonds  and  $30,000  for  sinking  fund,  etc.  Since  that  date  the 
les  ee  has  made  an  arbitrary  charge  of  2r/  for  every  passenger  and  2/ 
per  hundred  for  freight  crossing  the  bridge,  which  has  been  credited,  in 


its  accounts  as  Interstate  Transfer. 

is 

The  third  group  of  lines  controlled  by  the  Central  are  found  in 
111  inois,  Indiana  and  Wisconsin.  Prior  to  June  30th,  1904,  there  were 
23  distinct  corporations  operated  by  the  Illinois  Central  R.R.  Co. 
viz.  C.M.&N. , R. , C.&  S.,  K.  & S.W. , C.H.&W. , C.  & T. , M.C.,  St.L.  A.& 
T.H.,  B.  & I.S.,  St.L.  S.,  B.&C.,  B.  & E. , C.St.&P. , , St.L.  & O.R., 

M.  & 0.,  G.  & S.R.,  C.  & H.,  S.C.,  B.I.,  R.  & H. , P.D.&M. , M.  &E. , 
St.L.P.&N.  These  companies  were  leased  at  a rental  of  the  fixed 
charges  on  the  funded  debt  and  in  the  case  of  the  StLA&TH  and  B.&S.I. 
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dividends  on  the  capital  stock,  or  an  equivalent.  The  C& S,  R. , CH&W, 
P,D(*  jvi  anu  M&E  \to.rn  purchased  at  foreclosure  sale;  the  4H&W,  CM&N,  K&WS 
S oL&OR, MO, Gr&SR, c&H, SC, BI, R&H  were  constructed;  the  remain!  er  were 
I obtained  through  purchase  of  majority  or  stocks  and  bonds.  There  were 
minority  holdings  of  very  slight  importance  in  the  case  of  the  I&l  and 

C&T;  ±n  a11  the  other  companies,  excepting  the  St.  Louis  Division,  thr 
Illinois  central  R.R.  do.  ovned  all  the  stock.  $2, TOO, 000  bonds  of  thr 
CH&W,  $4,370,000  of  the  CM&N  and  $1,000,000  of  the  R.  were  pledged  as 

TO^elatSral  f°r  48  of  19r2‘  C&s  was  subject  to  a 

11,1  ‘ °x  $2»000>000  and  the  K&SW  to  one  or  $1,000,000.  The  Illinois 
Centrai  had  placed  a mortgage  for  $4,000,000  on  the  Litchfield  Di vision 
of  which  $8. 231, 000  was  outstanding.  The  debt  of  the  other  companies, 
excepting  the  St.  Louis  Division,  where  any  existed,  was  owned  by  the 
Illinois  Central  R.R.  Co.  andheld  In  the  treasury  as  free  assets  or  at 
nominal  figures.  On  the  St.  Louis  Division  the  I.C.R.R.  Co.  had  placed 
a mortgage  for  $ir, 000,000  of  which  $13,370,271  is  outstanding  and  the 
remainder  held  to  retire  prior  liens.  All  of  the  stock  of  the  StLA&TH 
and  the  B&SI,  aside  from  twenty  cr  thirty  shares,  was  owned  by  the  Cen- 

: ^ and  alS0  pra0iically  a11  the  stock  of  the  remaining  subsidiary 
companies  formerly  in  the  Cairo  Short  Line.  Thus,  minority  holdings  in 
the  various  properties  mentioned  above  constituted  only  a fraction  of 
the  total  capitalization^  those  companies  in  1904. 

to  MeWKb9*_i44,  1905/  the  Illinois  Central  R.R.  Co.  purchased  at 
trustees ' Kales  the  franchises  and  properties  of  the  various  subsidiary 
companies  mentioned  above  with  the  exception  of  the  SC  & BI,  15, 

163i?291miies"  OHln8  lnclu(le<1  lr-  -he  purchase.  A mortgage  was  placed 

on/those  roads  for  $20,000,000  3 1/80  Purchased  Line  Bonds  of  lsr2,  of 

this  amount  $14,662,000  has  been  is-urd  -r,n  • , 

lo  UOQ  ‘-he  remainder  is  hold  fcr 

betterments  and  to  retire  prior  lien^  m^. 

prior  liens . This  operation,  of  course,  has 

simplified  the  organization  of  the  Northern  Lines  very  materially. 

The  total  mileage  new  owned  in  fe  simple,  inducing  the  charter  lines. 
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2,096.21  miles.  Authority  Tor  the  purchase  of  these  subsidiary  li-es 
is  found  in  oho  general  railway  laws  of  Illinois,  Indiana  and  Wisconsin 
and  nob  in  the  charter  of  the  Illinois  Central  R.R.  Co.  The  consoli- 
dation has  eliminated  the  neces  ity  of  separate  accounts  for  the  char- 
ter and  purchased  lire  s except  as  required  by  the  charter  tax  and  the 
operating  and  accounting  requirements  of  the  system. 

Outside  of  the  direction  operations  of  the  three  companies  S&SC, 
CStI.&NO  and  ICRR  are  the  following  subsidiary  corporations,  SC,  BI, 

CA&N,  CA&N  in  Alabama,  All  securities  Of  the  first  two  are  owned  by 
the  Illinois  Central  R.R.  Co.  The  same  is  true  of  the  last  company. 

The  CA&N  has  $2,000,000  bonds  and  $1,601,900  stock.  Of  this  $1,900,000 
bonds  are  held  within  the  system  and  $1,601,700  stock.  The  line  is 
leased  to  the  Illinois  Central  R.R.  for  interest  on  the  funded  debt. 

No  reference  is  made  to  lines  under  construction.  In  1908  nine 
companies  were  carrying  on  construction  work,  but  since  their  accounts 
have  not  yet  be  n settled  it  is  unnecessary  to  include  them  in  the 
discussion. 


The  fourth  group  mentioned  above  relates  to  railroads 


controlled. 


but  not  operated,  viz. 


the  Indianapolis  Southern  and  the  Yazoo  & Mis- 


sippi  Valley  R.R.  Cos.  The  IS 
$2,000,000  stock  and  $7, 06f, fTO 
owned  by  the  System  and  all  the 
are  net  sufficient to  meet  the  f 


irom  Indianapolis  to  Effingham  has 
bonds.  $1,370,400  of  the  former  is 
funded  debt.  Since  the  net  earnings 
ixed  charges  this  ownership  of  stock 


and 


bonds  gives  absolute  control. 


The  Yazoo  & Missis? ippi  Valley  is  also 
The  s uock  outstanding  amounts  to  $6,168,400 
Valley  Company,  a holding  company,  owns  $r. 


controlled  and  owned. 

, of”  which  the  Mississippi 
834,000.  The  debt  amounts 


to  $.r2, 334, 68T  and  of  this 
R.R.  Co.  and  $3,137,130  by 
pledged  as  collateral  for 


$49,197,  rr  is  held  by  the  Illinois 
oh  ■ public.  $3r,  840,000  LNO&T  bond 
$2r, 000, 0004s  of  19,r3  and  $10, rrg,r 


Central 
s are 
•r  r i s 


free  asset. 


In  recent  years  the  Y&MV  has 


barely  met  the  interest  r*e~ 
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f quiromont's  ci:  absolutely  fixed  mcrcgago  debt  and  there  is  nc  pros- 

! poet  of  dividends  on  the  stock,  thus  making  the  latter  practically 
I worthless.  Although  not  directly  operated  by  the  Illinois  Central  the 
j Y&MV  is  rightly  considered  an  integral  part  of  thi  System. 

In  addition  to  the  railroad  mentioned  above  there  are  a number  of 
. miscellaneous  railroad  properties  controlled  or  operated  on  various 
I terms.  The  Central  has  minority  holdings  of  both  stocks  and  bonds  in 
j terminal  companies  at  St.  Louis,  Chicago,  Peora,  Nashville,  Memphis, 

Birmingham,  E.  St.  Louis  and  other  places.  These  holdings  may  be  ne- 
glected in  this  paper. 

! From  December  1st,,  Igor  to  July  1st,  1908  that  portion  of  the 

Tennesse  Central  from  Hopkins* lie  to  Nashville  was  leased,  with  option 
' to  purchase,  but  was  surrendered  on  the  latter  date.  Considerable  sums 
were  advanced  to  this  road,  but  the  temporary  character  of  the  lease 
makes  further  treatment  unnecessary. 

j 01  m0r°  lmport’ancf!  is  the  control  of  the  Dunleith  & Dubuque  Bridge 

through  the  Mississippi  Valley  Corporation.  This  bridge  was  built  by 

the  DfcD  company  in  1868  and  has  been  controlled  by  the  Illinois  Centra 

°V°r  A°  present  company  has  $1,000,000  of  stock  outstanding 

all  of  which  is  owned  by  the  M.V.  Corporation.  This  stock  has  been 
owned  by  the  Central  for  about  thirty  five  Soars.  m 1867  the  bridge 
was  leased  for  *100,000  per  annum.  Prom  1877  to  11%  an  arbitrary  of 

2r*  ^ PaSSe“eer  aaa  **  hundred  for  freight  was  charged;  in  11% 
hio  deduction  »as  made  only  to  a maximum  of  $100,000. 

j AU  0f  Capital  stcck  and  ^ed  debt  of  the  Omaha  Bridge  am 

Terminal  Co.,  amounting  to  *8,000,000  and  $1,700,000  respectively,  are 

*eld  by  the  Mississippi  Valley  Corporation.  This  company,  however,  is 
not  con  acted  with  the  charter  tax  nor  with  the  oax  suit. 

The  St.  Louis,  Belleville  & Southern  Railway,  parallel  to  the 

“-**  L0U±S  llnS  *><*•  Division  has  issued 

0,000  °aCh  01'  St0Ck  anCl  Of  Which  is  held  by  the  Missis- 


40 


sippi  Valley  Corporation.  This  piece  of  track,  13  miles  in  length,  is 
used,  as  part  of  a double  -crack  betwe  n Belleville  and  E.  St.  Louis, 
being  leased  at  a contingent  rental.  The  mileage  is  not  included  in 
op er ated  mil eage . 

Nearly  two  hundred  miles  of  urack  is  operated  under  trackage  r 
rights,  but  in  no  instance  does  the  Illinois  Central  R.R.  Co.  own  ei- 
ther a controlling  or  minority  interest  in  the  lesser  company. 

The  accompanying  chart  and  table  summarize  the  inter-system  rela- 
tion of  the  subsidiary  and  charter  companies.  The  explanation  given 
above  and  the  references  on  the  chart  and  table  should  be  sufficient  to 
explain  the  two . 


In  conclusion  it  may  be  stated  that  for  practical  purposes  the 
Illinois  Central  System  may  be  regarded  as  a unit.  Probably  $100,000 
would  be  the  outside  valuation  of  stocks  cf  subsidiary  corporations 
hcia  outside  the  system  and  under  the  existing  arrangements  that  small 
holding  carries  no  influence.  So  far  as  the  operation  cf  the  company 
is  concerned  the  shareholders  cf  the  Illinois  Central  R.R.  Co.  and  the 

directors  gi  that  company  have  absolute  control  of  both  owned  and  sub- 
sidiary lines. 
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CHAPTER  II. 


HISTORY  OF  THE  CHARTER  TAX 


In  Its  inception  and  construction  the  Illinois  Central  Railroad 
was  preeminently  a state  enterprise.  Not  only  had  the  state  itself  at- 
tempted to  build  the  road  under  the  Internal  Improvement  measure,  buu 
it  had  also  exercised  a very  close  supervision  over  the  three  private 
companies  chartered  prior  to  1801.  J-r  permission  was  given  to  private 
Cu,pi  oalis  ts  to  complete  the  undertaking  jro  vrat  because  the  government 
aie.  not  have  the  credit  to  car  y it  on,  aid  provision  was  made  in  the 
charters  oi  1836,  1843  and  1849  for  pos  ible  purchase.  Moreover,  the 
attitude  of  the  people  towards  the  Central  was  different  iTrom  their 

attitude  towards  other  roads.  Not  even  the  Illinois  & Michigan  Canal 

did 

aroused  so  much  interest  and  enthusiasm  as/ the  railroad  and  this 
interest  was  par ticularlly  noticeable  at  the  time  of  the  land  grant. 

Of  aiar  greater  importance  than  this  somewhat  sentimental  fe  ling- 
in  regard  to  the  Central  was  the  federal  Land  Grant.  The  early  attempt 
g-l  Breese  and  Douglas  to  secure  either  a land  grant  or  preemption  from 
tne  general  government  for  this  project  were  made  because  it  was  con- 
sidered a state  enterprise  and  when  the  bill  was  passed  by  Congress  in 
18'  0 members  recognized  the  essentially  national  features  cf  a 
gx.  ^ highway  from  the  great  Lakes  and  Upper  Miss  is  s.  ippi  to  the  Gulf  of 
Mexico.  Tnere  was  considerable  opposition  to  its  passage,  but  when 
ohe  grant  was  finally  made  it  it  was  the  distinct  under st  nding  in  both 
houses  that  the  state  of  Illinois  should  be  the  owner  of  the  railroad. 
Senior  Douglas  in  speaking  of  the  measure  said:  "the  road  belongs  en- 
tirely to  the  state  and  not  to  any  company  whatever.  I made  a speech 
1o„sg  yesj?  gainst  the  charter  of  that  company  (i.e.  the  Great  Western) 
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fin  my  state  because  I was  not  willing  to  make  any  application  ,o  Con- 
| gross  for  aid  so  long  as  the  Interest  rein  ined  out  of  the  state" . ^ The 
state  character  of  the  work  is  emphasised  peal  idly  i debates  and 

the  speeches  of  the  Illinois  delegation  seem  to  indicate  that  ohey  be- 
lieved the  state  would  construct  the  road  itself.  in  the  ac  . ohe 
| gr^nt  is  made,  explicity  to  the  state  of  Illinois.  Section  1 reads:  "the 
I right  O-L  way  through  the  public  lands  ...is  hereby  granted  to  the  state 

of  Illinois  for  the  construction  of  a railroad section  2 : ".here 

I is  hereby  granted  to  the  State  of  Illinois,  for  the  purpose  of  aiding 

I in  making  she  railroad  and  branches  aforesaid ; Section  4:  "ohe 

; said  lands  hereby  granted  to  the  said  State  shall  be  subject  to  the 
disposal  of  the  Legislature  thereof,  for  the  purposes  af ores- id,  and  no 
C y l 1 * S‘'c  tioix  v . if  t»h  said  railroad  shall  not  be  completed  within 
ten  ^s,  the  said  State  of  Illinois  shall  be  bound  to  pay  to  She 
| United  States  the  amount  which  may  be  received  upon  the  sale  of  any 
part  of  said  lands  by  the  State."" 

( -g-hufe — tor  i re  nn — a-f  -i-^ — a — - — — - . - 

' -!-^:nc  Li al  pro  j no  u was — roc epni -g-ed 

that — ©*- 

5^-tiae^-oa^-ly  aifforent  fi^em/ordi^aiy  railways . ) 

A third  factor  must  bo  considered,  in  connection  with  the  railroad 
the  economic  condition  of  Illinois  in  lsro.  As  referred  tc  in 
chapter  I the  central  counties  of  the  state  were  very  thinly  settled  at 
that  time  and  never  could  have  a large  population  or  wealth  until  in- 
ternal improvements  ware  built  which  would  enable  the  products  of  that 
region  to  compete  in  the  markets  of  the  world.  The  prairies,  although 
pong  the  richest  lands  in  the  world,  socially,  were'  little  more  than  a 
desert.  So  long  as  this  condition  continued  to  exist  the  .industrial 
pruar..s  Ox  the  state  was  seriously  handicapped.  The  economic  isola- 
tion of  the  interior  counties  also  had  a marked  influence  on  the  poll- 

tical  organization  and  life  of  the  ^ — -o  1 

o-L  out,  state.  The  construction  of  a centra 

railroad,  therefore  _ „ 

» x __l  , Wo,s  os  necesr>iw  r'^thbr 

y xaon=  ,r  theta  a,  convenience 
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A fourth  element  that  must  ba  taken  into  consideration  was  the 
financial  situation  of  the  state  government.  From  181.r  to  I8.r0  Illi- 
I nois  had  undergone  the  usual  trying  experiences  of  an  undeveloped  fon- 

I t,lr  In  thooe  thlr  W ynsrs  the  population  had  increased  from 

I f 0,000  to  800,000,  while  the  tre  endous  natural  resources  of  the  com- 
I monwealth  offerred  opportunities  for  economic  development  far  beyond 
cl  ability  ..i  local  xoapital.  As  in  other  new  communities  the  govern- 
ment endeavored  to  supply  this  lack  of  private  capital  and  a number  of 
measures  were  purshed  with  this  end  in  view.  Money  was  borrowed  for 
backs,  canal  and  railroad  construction,  highway  improvement  and  even 
industrial  enterprises  to  an  extent  not  warranted  by  the  wealth  of  the 
commo.-_...,,,iat.  The  ,ailure  of  she  Internal  Improvement  Plan  of  1837-40 
practically  bankrupted  the  government  and  by  1810  principal  and  arrears 
of  interest  on  the  debt  amounted  to  sixte  ;n  millions  of  dollars  or 
| nearly  ten  per  cent  of  the  wealth  of  the  state.  At  times  the  treasury 
aid  not  have  enough  money  to  pay  postage  on  official  letters  and  repu- 
diation was  narrowly  averted  in  184  and  again  in  184  . Naturally 

the  credit  of  the  government  was  poor  and  state  stock  and  bonds  were 
selling  as  low  as  thirty  cents  on  the  dollars.  To  meet  the  interest 
- charges  and  reduce  the  principal  of  the  debt  the  constitution  of  1848 
Placed  a tax  of  2 mills  on  the  dollar  for  interest  and  1 l/2  mils  for 

-n  ; print  ipal  in  addition  to  the  ordinary  — -o  t 

-luiritry  su„ue.  oax,  thus  making  the 

cotutl  rate  often  as  high  as  7Ct i c-n  tho  nn  p- 

P cn  the  $loa  ±or  state  purposes  alone 

High  taxes  5nd  poor  public  credit  reacted  on  the  prosperity  of  the 

industry.  The  years  from  1840  to  1810  were  the  darkst  period 

°ry  "X  111111015 • Immigration  was  checked;  capital  hesitated 

bC  invest  within  the  state  bourn ari-s-  • 

, -nuiaCt-uring  ana  even  agri cults. 

ture  suffered  sever!  v E-evc-.n  ^ 

j • n cona  i_  OPRipn  r*  ^ t»  i ■ o t r,  _ -i  n 

^^piLaiisus  had  lost  hea- 

Xib*1*  1111X1013  V9ntures  naturally,  they  hesitated  to  again 

nsk  investments  in  that  part  of  the  West. 
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chvj.ru or  tax  of  the  present  Illinois  Central  Railroad.  Co.  is 
Lh  . outc o m > at  she s e f o ur  distinct  c o nc iicio ns : t he/ a tt i tude  o f . 1 
people  to  the  Central  Railroad;  the  special  terms  of  she  Land  Grant 
Act  or  lero;  the  economic  isolation  of  the  central  counties  of  the  . 

commo  ’ J -'h;  and  tlie  Practical  bankruptcy  of  the  state  tsury. 

congress  passed  she  Land  Grant  Act  on  September  20th,  18r0,  and 
during  the  succeeding  thre  months  the  Illinois  Central  project  was  thr 
! prominent  factor  in  state  politics.  When  the  Legislature  convened  in 
January , 18fl,  the  railroad  ana  the  grant  had  been  thoroughly  discusses 
1 P^  t'S  0X  the  commonwealth  and  the  incorporation  of  the  road  was 
r .garaed  ta'r’  °*iri  mcSu  important  matter  at  the  session.  The  question 

j U*S  100  0 'irj * Economic  conditions  and  the  terms  cf  the  federal 

act  made  it  imp:  native  that  the  construction  shouldbe  pushed  as  rapidly 
as  possible,  yet  there  was  no  definite  plan  that  could  be  followed. 
Railways  were  but  little  beyond  the  experimental  stage  and  the  building 
ox  seven  or  eight  hundred  miles  in  the  heart  of  the  Illinois  priries 
anh  j,„xu  ox  undertaking.  The  state  government  and  two  strong 
private  companies  had  been  unable  to  build  the  road;  the  value  of  the 
grant  was  uncertain;  local  capital  could  not  be  had  and  foreign  capi- 
talists were  loath  to  invest  large  sum^  in  - t 

° - oUiilj  l.i.i  aoubtful  enterprise;  even 

the  ultimate  success  cf  the  road  was  net 

x j^,u  i/u.o  noL  a,U  assured.  Such  were  the 

problems  which  confronted  the  Legislature. 

In  his  message  to  the  Legislature  Governor  French  spoke  at  length 

°f  ^ the  fellro^  suggested  possible  methods  or  con- 
struction. The  points  relating  to  the  land  grant  and  compensation  to 
j may  00  mintpri  • mt**-  _ 

SS  larqto^art  oonsSuctiSf ' laBfl 
sufucient.  if  thio  ’-,0  - -j-L  j-uctO,  ix  it  prove  not  auite 

ducement  may  be  presented  to  Se'  ValUQ  Such  an 

reserving  a resulting  pecuniary  h^nSri^t st'^to  umdert'ake  it  besides 

turned  that  the  state  wSl  enSe  iS  -nv  rL **  **  not  as- 

miix  - ^ SAVST 

buiid  ** road)  may " 
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has  bn  n received  upon  the  sale  of  lands  a proportional e amount  in  s tat 
bonds  to  be  previously  ascertained  or  the  company  to  be  required  there- 
after to  pay  to  the  state  a per  centage  upon  the  gros  proceeds  of  the 
road; or,  secondly,  the  company  may  b p mi  , 

reserving  the  lands  from  sale  until  their  completion  (i.e.  of  thr  rc  ) 
and  then  to  pas.,  into  the  hands  of  the  company  upon  such  terms  as  might 
be  just  to  the  state 

Keeping  in  view,  then,  the  important  object  to  be  gained uhe 

early  construction  of  the  contemplated  work  while  guarding  against  mere 
adventurers  in  whose  hands  the  means  of  construction  or  the  object  it- 
selx  might  be  endangered  .it  may  be  proper  to  observe  that  to  secure 
this  object  liberal  offerfj  should  be  made  to  induce  capitalists  to  en- 
gage in  the  enterprise.” 


Since  there  were  no 
Legislature  until  January 
attitude  ef-that  towards 
resolutions  introduced  in 


definite  proposals  from  investors  before  the 
irth,  that  body  was  working  in  the  dark.  The 
the  undertaking-  may  be  fount  in  two  sets  of 
the  Senate  cn  January  8th  and  9th.  Those  of 


Script  ox  Stuart,  ±cllowing  the  Governor  * s suggestions. 


CJjIl*  3 c«/ S follows : - 


Resolved: 

oh-n1!^  ths,t’  tJi10  0cvarnor»  Treasurer,  Secretary  of  State  and  Auditor 

condi tioee  00  °Pen  D00JS  and  receive  subscriptions  with  such 

co-.ic.i  oions  cos  the  law  may  prescribe 

T1 Gi}e  lan(is  granted  by  the  gene  ral  government  to  the  S tate 
+ t'°  aia  ln  construction  of  said  road  and  branches  he 

given  to  one  company  or  companies  constructing  said  road  and  branches. 

ccmn-nio.  Sa'io^n-S°?Slaerat'i°n  of  t,hn  lands  so  granted  said  company  or 
raQUlle<1  G0  pay  annually  to  the  state  of  Illinois--— - 
Pa,ro  ox  the  gross  proceeds  of  said  road  forever. 

....  f oh * T:1;vc  ohe  st,at>e  hold  a lien  upon  said  road  and  branches  for 

Pune  oual  payment  of  the  gross  proceeds  reserved  as  afor^'-ir3  -----  tn 
indemnify  -the  state  for  any  and  all  sums  of 'money  that  the-sa^tte^v 

the  86neral  8°v0rnm0Ilt  tte  land  provided  to  he^soM  ^ 

reserved ar-\”oi-^?r°udd'LariSine  ^ 8tote  ^om  «ie  gross  proceed 
devoted  to  the  pay^nJo?  ^ b0 

Th  - resolutions  introduced  hv  +■  r<n  i -> 

senator  Gillespie  are  somewhat  dif- 
ferent from  those  of  Senator  Stuart: 

of  the ffrelt ' Cental' railroad  win^e^to^ncorp^-  t*-™*  construction 

granting  £ to  the mwerTof ^ Wl3s  eauge’  ^ate 

construction  for  the  space  of  ’ ~ ~ P O'  onat  °n  th0  OOGh  of 

to  sell  SO  much  land  as  shall  t^o^d  necess-r?0?^^  °°  b"  requ±t 

Tal1  £r"s£t"p  what  ■ 

ioreat  ctSSM?*  To  ?£TTo  a^ow^he"^  m8th°*  0f  constructing  the 
the  road  m ™ah  i, Z , company  which  will  construct 

United  *5=*  “ the^wide^gauge  ^ " 

lu,nu’j  • oxia  company 
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J^ying  . Uv ' st,at,Q  fche  largest  bonus  in  state  ind  bt  dr  ss  Thr  lands 
go  be  sold  m a certin  time.  ‘ 

the  Gr-fcPntr-?aR  T th?  1,1  followine  of  constructing 

tiiq  vnnA  -'nt'-L'“l_R.R.,  go  wit:  Let  a company  be  organized  go  build 
— years  m a style  equal  to  th  besi  Uv|i 

o^vUK,^  ?auea>  ^ve  the  lands  appraised  a tS  n by  £ 
company  hu,lf  their  appraised  value,  the  state  go  receive  dividend 
upon  an  amount  equal  Go  hair  the  value  of  che  lands  & & a-i & , , 

as  of  the  proceeds  of  whatever  of  the  1 «■",-!  f »»-»«**,  as  we  well 
completion  of  the  railroad.  V “ " rBmaln  unsold  after 

Thur,,  aside  fr0m  actual  state  construction  we  have  the  following 

roe thods  of  utilizing  the  land  grant  on  d of  payment  co  ohe  state: 

(a)  Private  Company  construct  the  railroad  and  n-v  , ...... 

amount  of  state  indebtedness  equal  to  the  va^  land  soil. “ 

cen tage^tf" °the °gr oss  and  W the  state  a per 

& oil  , fexooo  r.-ceipos  m payment  cT  the  lurid. 

( i^construction^  ' f inter- 

the  proceeds  to  meet  the  guarantee'  of  intlestT  ^ an<*  USing 

( Ct ) Private  Gcinpanv  ccnstrurt,  t -r*  ^ ,•  n „ _ ^ r,  , 

ttock  equivalent  to  half  the  value  V thelanSs  s£?eSde?eS°  ^ 0tata 
one  - • 

In  eaeh  instance  the  land  grant  is  regarded  „ 

ooS  3jJ  ±yj  j,n  uO  13  QQJT}  — 

Poj.ny  which  should,  bo  uhid  fo'-s — . . 

P iQ  ba,ck  uat'0r  a specified  -Germ  ct  years  in  s oate 

securities  —else  in  the  other  instances  it  is  regarded  as  a permanent 

loan  to  be  paid  for  by  renting  ent  annual  annuities  equal  to  a certain 

p-.-j.  cent/  ox  the  pross  rprpip;,o  t ^ n 

if  x,_>  uiiac,! ,j  ooog  chat,  any  proceeds  re- 

ceiveo  crom  the  lane  grant  go  towards  reducing,  the  state  infiebtednes  . 

varuous  projects  were  suggested,  but  the  only  one  of  importance 
actually  presented  to  the  Legislature  was  wne  from^greup  of  Boston 
and  Hew  Yor*  capitalists  who  were  later  chartered  as  the  present  rail- 
road company.  i„  their  memorial  they  made  the  following  offer  to  the 

suacc:  to  pay  into  the  state  treasury  '’from  -nre 

- y ircm  anQ  uiter  the  completion  of 
said  road,  annually  r>^T  ccn-i-  + 

” 1 lu  of  oh0  gross  earnings  of  the  said 

railroad  without  deduction  or  charge  for  expense  „ ... 

& xp.  .riov,s , Ox-  x or  any  other 

— er  or  cause;  provided,  that  the  state  of  Illinois  wi  ll  grant  to  the 
citxr,-x  a incorporation,  with  terms  and  limitations,  as 
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O-  (Zj  y 


O ^ J.  C 


Senate  Journal 


p.  31 


47 


oh  'y,  in  th'ir  wisdom,  may  t»hink  'fid,  as  shall  bo  accepted  by  said  ocrn- 
pany,  and  as  will  sufficiently  remunerate  the  subscribers  for  dheir 
care,  labor  and  expenditure  in  that  behalf  incurred,  and  will  enable 
them  to  avail  themselves  of  the  land  donated  by  the  said  act  to 
raise  Che  f unus , or  some  portion  of  the  unf  funds  necessary  Tor  the 
construction  and  equipment  of  said  railroad.”1 

Th> . Memox  iu,lis  ts  rep.,  esented  strong  financial  interests  which  had. 
h^o.  l^rge  experience  in  railway  construction  and  their  offer  was  re- 
garded as  entire^  acceptible.  Their  memorial  was  presented  on  the  1 r ;,h 
°x  January  and  bills  were  immediately  introduced  into  both  houses  in- 
corporating the  Memorialists  into  the  Illinois  Central  Railroad  Company 
Tne  various  bills  were  thoroughly  discussed  in  committe  . The  Senate 

r 

bill  was  reported  from  the  Committee  cn  February  p oh  and  on  that,  d , . 
Senator  W.L.D.  Morrison  introduced  a substitute  bill  almost  identical 
with  the  pres  law.2  After  some  ame  !m  - iisciu  ion  it  was  pas  - 
ssed  on  the  following  day  by  a vote  or  23  to  2. 3 The  next  day  it  pas- 
sed the  House  by  the  vote  of  72  to  2 and  cn  February  10th  it  was  signed 
by  Governor  French.3  It  is  generally  understood  that  the  Morrison  bill 
represented  the  wishes  of  the  railroad  company,  but  owing  to  the  lack 

01  lrUOr'"a't'lon  in  th3  Journal  of  the  Senate  we  have  no  information 
showing  how  it  differed  from  the  ogher  bills. 

t So  far  M the  question  cl  taxation  was  concerned  it  se  ms  the  only 

important  point  of  difference  was  over  the  per  cpg  -p-o 

x-  r'-x  ccnuotge  ox  grossreceipts 

oc  be  paid  the  state.  In  the  message  of  the  Governor,  the  various 
Senate  resolutions  and  the  Memorial  the  per  centage  is  left. blank.  Ac- 
cording to  John  Wentworth  and  Davidson  * Stuve’s  History  of  Illinois4 
the  capitalists  were  willing  to  offer  as  high  s ten  per  cent  of  the 
earnings.  The  first  definite  statement  in  the  proceedings  of  the  Le- 

2 Senate  Journal,  Fab.  rtf’  French,  January  irth,  18n. 

4 February  6 .hi  18ri,  "p. 197  ’ 

r Htuuse  Journal,  February  7 th.  18F1 
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gislature  is  found  In  the  substitute  offerred  by  fir.  Morrison  where  tte 
present  rate  of  seven  per  cent  is  given.  Section  18  of  that  bill 
i-nao:  "said  company  shall paid  into  the  treasury  of  the  State  of  Il- 

linois If  of  the  gross  or  total  receipts...”1  and  Section  23  provided 
for  a tax  on  the  property  of  the  railroad,  as  at  present,  and  then 
s l-„cos  : "That  so  much  of  said  taxes  as  would  amount  to  not  mere  than 
three  sevenths  of  the  seven  per  cent  herein  provided  to  be  paid  out  of 
the  gross  proceeds  of  said  road  shall  be  deducted  from  the  amount  of 
such  per  centage.  And  whenever  by  law  the  assessment  upen  such  proper- 
ty shall  exceed  3/4ths  of  the  one  per  cent  per  annum  then  such  excess 
shall  be  deducted  from  such  per  centage,  although  such  reduction  might 
exceed  the  3/7ths  above  mentioned,  and  the  corporation  is  hereby  exempt 
from  all  taxation  of  every  kind  except  as  herein  provided  for. "2 

In  effect  the  above  wording  places  a straight  seven  per  cent  tax 

upon  phe  receipts  of  the  i 1 / -lma°  :ly 

P - o.  ohe  railroaG.yicur  sevenths  of  which  is  a payment 

r°r  tile  land  8rant  and  the  binder  state  taxes.  The  substance  of  the 
article  is  practically  the  same  as  in  the  present  charter. 

The  same  day  the  substitute  bill  wasintrcduced  Mr.  Stuart,  prob- 
ably as  an  intentional  effort  to  raise  the  per  centage  paid  the  state, 
■introduced  and  had  passed  an  amendment  striking  cut  that  part  of  sec- 
tion 23  quoted  above."  This  placed  the  tax  at  seven  per  cent  for  the 

1"11U  &±"nij  ln  aaCltlcn,  the  usu“1  state  taxes,  making  the  tax 

larger  by  the  amount  of  the  latter.  This  action,  however,  was  reversed 

t he  iOllowmg  cay  by  the  adoption  of  an  amendment  presented  by  Mr.  Judd 

which  made  Phe  wording  conform  m wh~t  „ 

8 erm  uc  whet  is  now  in  Phe  charter.4  Some 

slifeho  verba,!  medif icaPions  wer°  mad° 

- maAB»  but  otherwise  the  Pax  sections 

were  unalpered  in  eipher  house. 


1 

2 

3 

4 


Senate  Journal,  Feb. 
Ibid.,  SecPion  22 
Ibid.,  p 207 
Ibid.,  p.  208 


'"‘kh,  1801,  p.  197 
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Some  years  after  the  passage  of  the  act  the  action  of  the  Legisla- 
ture in  fixing  the  rape  at  seven  per  cent  was  bitterly  attacked.  Col- 
onel, later  Governor  Bis sell,  then  in  the  federal  House  of  Representa- 


tives, was  instrumental  in  securing  the  present  charter  and  in  his  cam- 
paign governor  six  years  later  he  was  accused  of  having  secured  the 
adoption  of  seven  per  cent  when  the  railroad  would  have  yielded  ten. 
Charges  of  bribery  on  the  part  of  the  company  have  also  be  n made,  pre- 
oumab^y  i.^  connection  with  this  part  of  the  bill.  Both  accusations 
might  well  have  arisen  in  the  heat  of  the  sharp  political  campaign  of 
18.6,  v.  though  there  was  no  tangible  evidence  to  support  the  state- 
m n.s.  However,  it  is  not  pertinent  to  this  study  to  discuss  the  ac- 
curacy of  the  two  charges.  In  chapters  III  and  IV  the  question  of 
the  real  value  of  the  charter  tax  is  treated  in  considerable  detail 
and  it  is  unnecessary  to  repeat  the  discussion.  At  the  time  the  rate 
was  considered  quite  satisfactory  and  the  Legislature  received  consid- 
erable praise  for  its  handling  of  the  land  grant  question. 

Returning  to  the  charter  we  find  that  the  act  as  finally  approved 

agreed  very  closely  with  the  Stuart  resolutions  of  January  8th.  The 

document  was  well  dr^.wm  -wi  ^ 

urawn  ana,  on  uhe  whole,  was  one  of  the  most  careful 1 

drawn  laws  of  Illinois  Th^  -r- o i . - 

OL-*  p^r^s  relating  to  the  charter  tax  are 

contained  principally  in  sections  18  and  22,  with  incidental  references 
m Other  sections.  Section  1 incorporates  the  Illinois  Central  Rail- 

r°ad  v'Jmp3'ny  wizb  "a-11  the  Powers , privileges,  immunities  and  franchi- 

sos which  may  be  needful  to  carryinto  effect  •> 

'yx-iUO  ■'ileco  xuxly  ohe  purposes  and 

objects  or  this  Act";  Section  3 authorises  the  company  "to  survey,  lo- 
cate, construct,  complete,  alter,  maintain  aid  operate  a railroad " • 

So  onion  3 gives  the  corporation  the  right  of  eminent  domain  and  also 
grants  it  a right  of  way  300  feet  in  width  to  be  taken  from  th~ 

state  or  federal  lands;  Sections  4 to  14  Inclusive  define  in  detail  the 
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Sights  a d duties  of  the  company;  section  1 r grants  to  the  railroad 
ohe  right  of  way  and  all  lands  which  may  be  selected  along  the  lines 
'.x  said  roao.  and  branches  within  this  State,  under  the  grant  made  by 

the  government  of  the  United  States and  also  the  right  of  way 

which  the  State  of  Illinois  has  heretofore  obtained  along  and  on  the 

lin.,  of  said  railroad  and  branches a lot  of  ground. . .wi thin  the 

Ciuy  Cx  °airc«  • • .s.nd  all  the  grading,  embankments,  excavations,  sur- 
veys, work,  materials,  personal  property,  profiles,  plats  and  papers 
done  by  or  in  behalf  of  the  state  of  Illinois.'’  This  is  subject  to  the 
condition  that  the  Railroad  execute  a mortgage  to  the  state  for  the 
execution  of  the  act  of  Congress  of  18ro  and  the  proper  construction  oi 
oho  railroad,  also  a bond  for  $300,000  to  the  same  effect. 

Section  18  relates  the  tax  and  reads  as  follows 

cCnf-Sed°unon"o?^Cn  °f  grants,  Privileges  and  franchises  herein 
P^v^ha?!  on  ^%C°mpaiiy  Ior  t'hn  P^poses  aforesaid,  the  said  ccm- 
r‘  ' 1 °nr  xirso  Mondays  of  December  and  June  in  each  ve-r 

gPQP gHjp  ^ treasury  of  the  State  of  Illinois  five  per  cent  on  ^ 

Sanches  fori^six  **oa  d 

fr  nn  -;ho  Zi  la _ deea  ox  orust,  and  on  the  branches,  six  vp,4c 

pleted,  "then  from  th^date^of Sco mple tion^  ^ ,bJanch9s  *°oner  com- 
containing  the  proceeds  reciin^  t , Ana  for  purpose  of  as- 

count  shall  be  kept  by  said  amt- -v " „ nCume  ^oresaid,  an  accurate  ac- 
to  the  Governor  of  the  t r copy  Whereof  sha11  ^ furnished 

shall  be  veSi  lln°is;  ^uth  cf  which  account 

such  company.  And  ^ treasurer  aid  secretary  of 

accuracy  of  such  ~ cc  "unt  ^ 'x.vr  31iying  and  ascertaining  the 

of  the  State  of  ^Illinois  ^ i°o?LiS  ia  Governor 

amdine  the  books  and  papers  of  "said"  ^aw  ^Pointed,  to  ex- 
oath, the  officers  ^o-om  «-  C ^ ~ P"'J'  °n,  and  to  examine  under 

persons.  And.  ir  any“tprs-n  S“1<s  company,  end.  other 

ity,  shall  knowingly  ?id“hirGly  Governor  other  author- 

making  such  affidvits  shah  inowintyff  °«icers 

such  person  shall  be  subject  tc  th-  hit  **ear  falsely,  every 

J ^ pains  ana  penalties  of  perjury.” 

I SeCt'i°nS  19  "C  21  rRlat,e  t0  details  in  the  construction  of  the 

r°“;  Sa0ti0a  28  r3fsrs  the  8xemPt'  ion  ofthe  railroad  from  taxation 
and  is  quoted  in  full  as  follows: 


"Tho  lands  selected  under  said  Act  of  Congress,  and  hereby  author- 
ized to  be  conveyed,  shall  be  exempt  from  si  1 taxation  under  the  laws 

of  this  Scat'"',  until  sold  and  conveyed  by  said  corporation  or  trustees 

ano  the  other  stock,  property  and  effects  of  said  company  shall  be  in 

like  manner  exempt  irom  taxation  for  the  term  of  six  years  from  ohe 
passage  of  this  Act.  After  the  expiration  of  six  years,  tie  stock 
property  and  assets  belonging  to  said  company  shall  be  listed  by  the 
presdient,  secretary  or  other  officer,  wi oh  the  Auditor  <f  State,  and 
an  annual  tax  for  State  purposes  shall  be  assessed  by  the  Auditor  upon 
all  ohe  property  and  a sets  of  every  name,  kind  arid  description  belong- 
oc  said  corporation,  thenever  the t axes  leviec  f r S a 
?xc®  Q Uu?r;  fourths  of  one  per  centum  per  annum  such  excess 
sh.il  h,  deducted  from  the  gross  proceeds  or  income  herein  reouired  m 

hereby  eX^mp?-d  from°- l^-^x-t  i ***  ’ af4  zt)B  said  corporation  is 

v-i e Pm^d  m u,1:  u^a0lon  01  every  kind,  except  as  herein  rro- 
viaed  ior.n  The  revenue  arising  from  said  taxation,  aid  the  saio  fiv- 

cx  gross  or  total  proceeds,  receipts  or  income  aforesaid 
shall,  be  paid  into  the  State  treasury  in  money,  and  appl^d  to  ih’  mv 

^P?fvid2re&  Win*  Mai*  indebtedness,  u£til  thf extinction IteT- 
ox,  Riovid^o.,  incase  the  five  per  cent  provided  to  he  paid  iron  h o 

not  amount 8 to^s even  pfr  cen^of^  gro"?  cf'o^ltr  C°rP0r^0"  ^ 

^rclTli  " ] 

Snc-oion  23  provi(i3d  for  the  acceptance  <f  the  charter;  section  24 
stated  that  "The  State  shall  have  a prior  lien  upon  said  road  and 
branches,  and  all  tha  appurtenances  am  stock  thereof,  for  all  penal- 
ties, taxes  and  due,  which  may  accrue  to  the  State  fromsaid  corporation, 
fee  herein  provided;  which  lien  of  the  State  shall  take  precedence  of 
all  demands,  judgments  or  dacre  s against  said  corporation. 

I S',Ctl0n  Sr  rolab9s  t0  of  land  on  the  land  grant  and  section 

86  makes  provision  for  the  accept  ance  of  the  acts  in  case  the  incorpor- 

Itcrs  neglect  to  accept  its  provisions.  Ih  the  last  section  it  is 
brovided  that  "This  Act  shall  be  deemed  a public  Act,  and  shall  be  fa- 
vorably cons  trued  for  all  purposes  therein  expressed,  and  declared  in 
all  courts  and  places  whatsoever,  am  shall  be  in  ferae  from  and  after 

libs  pots  cigo . "Pop  ohe  ■purDo0,01’,  r.-p  y.0  1 

purpose,,  01  the  oax  the  charter  previsions  may 

r Sr0UPed  " thre  h3adS;  (1)  Secti0»  imposes  a tax  of  xxx  fiv~ 
Por  cent  on  tha  gross  receipts  of  tha  rail*  ad  "in  consideration  of  the 

grilles,  privilegrpc*  '~rir-  -p-i-,— 

° ' i 1J-anchi0es  herein  conferred  " « , 

ac c or o. mg  uo  one 

strict  wording  thie  iq  - . 

& ■Lra'nclllS0  but  from  tte  historic-!  at-nr] 

point  the  five  per  cent  of  gross  receipts  is  mllv  - 

-L,J  rosily  a payment  for  the 


r2 


land  grant  and  tte  remains  of  the  state  work.  The  five  percent  is 
distinct  and  separate  'from  the  ta*  provided  for  in  section  28  and 
can  hardly  be  regarded  as  a tax  at  all.  Prom  thevarious  schemes  sug- 
een.nd  (^-Legislature  as  a payment  for  the  land  grant  the  legislature 
adopted  a per  oentage  of  the  gross  revenu,  as  easy  to  collect  and  not 
liable  to  fraud.  In  the  opinion  of  that  body  such  an  amount  or  annual 
annuity  represented  a fair  return  for  the  donation  given  tte  railroad 
In  considering  the  return  that  the  state  received  from  the  land  grant 

’ tto  ilV0  PBr  Cent’  Payment  alons  mus‘c  be  considered.  Since  the  l~ed 

WSS  8iVen  th?  federal  government  this  portion  of 

the  total  payment  represents  a * very  handsome  profit. 

i (2)  Section  i*  22  exempts  the  property  am  franchises  a"  the  n_ 

llnCiS  'ral  ^ ^ rr  M(a11  except  the  g al  proper. 

ty  tax  of  the  state  government)  taxation  in  tte  e ways;  (a)  perpetual 

exemption  of  the  land  grant  until  sold  and  conveyed  by  ohe  trusts  s. 

A"  ^ C1&  " ln  I'C,R'R-  VS  McL0anlthis  is  really  an  exemption  of  govern- 

rneno  Property  m the  way  that  the  public  lands  were  exempt  from  state 

taxes  for  five  years  after  sold  by  the  federal  L-nd  n— ■ 

lictna  Ox j. ice.  in  the 

cc.se  cf 


-ohis  exemption  was  held  to  be  perpetual  so 


I ong  as  title  oo  one  land  remained  in  tte  railroad,  (b)  Exempt  ion  of 

Che  franchise  and  property  of  the  railroad  during  the  period  of  con- 

struct, ion.  which  wnc  oc-,-  ^ - 

^U,'a  a'b  Glx  y0ars  from  the  passage  of  the 
[charter.  This  provision  cle-rlv  i«  - 

I 5 ~ Xu,vor  the  company  and  se  ms 

tc  have  be 'n  given  for  two  reasons  m-i -no - - - 

* Fllot'  1o  would  make  the  preposi- 
tion more  attractive  to  investor*?  --  „ • 

°°0rs  a tlBK»  when  the  difficulty  of 
obtaining  money  was  greatest,  second 

. . Second,  the  property  of  the  railroad  un- 

oii  ohe  completion  of  the  rood  in 

^ PQanc^  w:i-th  the  terms  of  cte  act 

0x  September-  20th,  1810  w-s  r-iu- 

ana  ul,i  . n " mortgaged  to  tte  state  of  Illinois 

^ u MUo‘'  y uo  uhe  federal  government.  This  i~  th°  vi 
T - . . -uio  is  ohe  view  taken  by 

Jus  oice  Schofied  i„  McLean  vs  I c R p 2 , , 

- I.C.r.r.2  (o)  Exemption  of  the  railroad 


17  Jillnois  290.  s Ibld, 


.{  o 


[ rr0m  a11  Illir-ois  ^'-ion  axoopt  the  strict  general  property  tax  of  th 

! S°rVi0SrGn<  ' ' m-ttow  ofth  Supreme  Court  of  II li— 

* ! v ■ .*•  -R-R-  io  of 

the  company  to. construct  a great  thoroughfare  which  should  involve  .he 
xpenditure  of  millions  nd  which  was  i experiment  „nt . 

0ml  ;y  TOS  ■ 1L  v ■ **>*  " payment  of  all  o * r s t xes »i 

Kvan  if  no  tax  whatever  had  been  placed  on  the  road  the  additional 
value  given  a large  portion  of  the  state  and  the  increased  political 

'/miC  “***  b . * improved  commu  1 t, 

justified  at  least  a partial  exemption  from  local  taxation.  The  courts 

haVG  hSld  th8  eXemptl0^  strictly  spe  .king,  was  not 

at  all,  but  merely  a commutation  of  taxes  into  a specific  payment. 

legally  this  may  be  correct,  but  historically  considered  the  exemption 

t0  h^.  ° ' for  private  capitalists 

embarking  on  an  extra  hazardous  undertaking.  Whether  these  reasons 

I sufficient  cause  for  exemption  was  legislative  question  -nd  -1- 

| though  it  is  now  prhibited  by  the  constitution  it  was  Customary  at  the 
time  and  was  defended  on  the  ground  that  the  railroad  would  develop  the 
I territory  in  a way  to  more  than  comp,  nsate  for  any  los  of  revenue 

Irene  freed  from  local  taxation  the  illinois  Central  was  sublet 
1J11  80  ^ ^ S8CU6n  28  p^ides  that  the-.ailread-shall-— 

I 018  st°ck,  property  and  assets  be- 

cngiiig  to  said  company  sh^li  e , 

I ..  y 1 b"  llSt"8a  by  the  president... With  the 

uditoiy  Oi  State,  and  an  annual  t ax  fv.  a „ ed 

■**  101  Sua<-8  purposes  shall  be  as  es- 
by  the  Auditor  upon  all  the  property  and 

y --a  -ssets  ox  ovary  name,  kind  a^d 
description  belonging  to  said  corporation  * Th.  ‘ 

ine  maximum  state  rate  is 

xixeo.  at  on  ,t,he  $100  00  ^ 

’ ^ cv-r  amount  being  deducted 

lx  °m  ro/o  gros  receipts  pavm^i  0„ 

P P^ment  of  section  18.  There  is  a rur-ther 
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provision  that  in  case  Oho  state  taxes  do  not  amount  to  2 °/>  of  the  to- 
o.l  gross  receipts  of  the  railroad  the  company  "shall  pay  into  U 
State  treasury  the  difference". 

At  the  present  time  the  state  tax  is  considerably  under  256  of  the 
gross  receipts  of  the  railroad  since  the  general  property  tax  levy  of 
the  state  government  is  less  than  one  tenth  the  tetal  average  local  as- 
, but  in  18.rl  th  vas  muc  th  1 r local 

rate.  Prom  18fl  until  1869  the  state  tax  was  approximately  7 rf  on  the 
$100  or  over  and  when  the  charter  was  granted  the  Legislature  seems  to 
have  believed  that  the  tax  would  exceed  the  two  per  cent  minimum.  If 
the  usual  state  tax  had  been  levied  on  the  full  valuation  of  the  Illi- 
nois Central  Railroad,  irrespective  of  the  valuation  of  other  property, 
the  two  per  cent  would  have  been  the  minimum  instead)  it  would  have 
been  much  larger  th  n the  two  per  cent  minimum  in  the  entire  period 

frcm  18r°  t0  1880  or  1890-  % "aa  not  the  case  is  explained  on 

Pdge  infra.  Therefore,  we  may  regard  the  twf  “ r^rcvis  ion 
against  under  valuation  of  the  railroad's  property,  rather  than  as  .n 
additional  tax.  To  facilitate  the  collection  of  the  tax  and  prevent 

undervaluation  the  section  provides  that  the  Auditor  of  State  shall 
tJie  ass  os;  merit. 

-A.I1  is  uiiic  uivo  to  /->  1-  c*  , •%  ... 

ca^iu'Ct,er  ox  the  railroad  is  emphasized  in 

dhv , clause  spading  that  "ths  r-everi-ne  -r-i  oi  -,u  .=•  . . 

-1.  <voi.Uv  -rising  xrom  said  taxation,  and 

the  said  five  pgr  cent  of  gross  or  total  proceeds  ^ . 

. ,s.aan  oe  paia  into 

the  State  treasury  In  money  and  applied  to  the  payment  of  interest 

paying  State  indebtedness  until  the  extinction  thereof."  This  enact- 
^ cl ear-lv  is  t.vip  a . o r.  iii  - 0 . 

J xo  0*1.1.,  x>. Sell  Li  Ox  b.ie  , lh-nriri  „ --.e  ■ . _ 

i 1^,1  coriG.1  non  ci  the  state 

government.  Loaded  down  with  debt  and  burdened  with  heavy  taxation 
the  state  appropriated  to  the  state  treasury  the  entire  revenue  from 
the  Illinois  Central  and  the  land  grant.  The  provision  of  the  federal 

^ 18*  0 chcit  S’  OV 0 T"  rvm  P “n  i 1 ^ i 

in  price  , , ‘ ““  “ '~"~S  oh"!  railroacl  should  be  doubled 

. -•  . sold  at  $2.ro  per  acre  instead  of  $1  2- 

; tho  right  oT 


the  railroad  charge  what  prices  it  saw  fit  for  its  lands;  th  x mpt 
t’i0°  ot  u!l  road  ri'om  "J- 1 local  taxation;  the  refusal  of  the  state 
government  to  divide  among  the  counties  any  portion  of  thd  profits 
arising'  from  the  five  par  cent  payment  of  the  Central ; necked  these 
various  arrangements  acted  as  an  indirect,  and  by  no  means  unimportant 
tax  upon  the  counties  lying  along  the  railroad  in  favor  of  the  state  as 
a whole.  In  the  Constitutional  Convention  or  1870  this  part  of  the 

ch  raer  was  bitterly  - k by  the  cc 

, . , debt 

s probable  that  if  the  heavy  state  tax  had  not  existed  in  1861  the 

receipts  from  the  railroad  would  have  be  n divided  in  seme  manner  among 
L-b  1 local  tax  bodies  of  the  state. 

Tnn  important  features  of  the  charter  tax  may  be  summarized  as 
follows:-  (!)  r*  payment  of  gross  receipts  of  the  railroad  m return 
fer  the  land  grant;  (2)  exemption  from  taxation  during  construction  and 
perpetually  on  the  government  land  not  sold,  together  with  exemption 

1CCwtl  UJ“£  1:115  15  an  inducement  made  the  railroad  company 
-ho  expense  of  the  counties  along  the  the  prepoe-d  line;  (3) 

p-ym  .nt  Or  the  usual  state  taxes,  with  a minimum  of  2 f of  the  gross  re- 
ceipts to  prevent  undervaluation;  (4)  the  pledge  of  the  entire  charter 

^ “ a °f  Slnklng  rund  ^e  state  debt.  In  the  discussion  of 

the  Payments  in  the  following  pages  these  distinctions  should  be  kept 
m mind  constantly.  For  the  sake  of  simplicity  the  total  7)6  payment 

16  rererr3a  *»  aS  th3  Ch-tar  tax  or  seven  per  cent  tax,  bSft  this 
is  incorrect,  sines  only  2^  is  a fax, 

lb.  Illinois  Central  charter  with  tv»o  -p 

* • s,i  ub. a totx  features,  was  formally 

accepted  by  the  Promoters  on  March  19th,  ISn,  aid,  by  the  terms  of  the 
De r tmeuth  Decision  of  the  Supreme  Court  of  the  United  States,  has  be- 
come a contract  between  the  Railroad  and  the  State,  m the  words  of 
ahe  Illinois  Supreme  Court  in  Ueustadt  vs  I.C.H.R.  .-The  act  to  incor- 

ti^CSSnd)1111”18  °3ntral  Rallr°aCi  of  which  the  above  sec- 

IS  a parr,  is  a contract  between  the  state  and  the 


c ompany 


which  cannot  be  changed  or  annulled  without  the  consent  of  both  con- 
!'  ' s.-l  As  th  i of  th  ro; 

has  become  an  important  part  of  the  state  revenue  and  it  has  not  been 
I th.  int^r.-ot  d the  legislature  to  release  the  corporation  from  the 
! agreement.  The  constitutionality  of  the  act  has  be  n fully  sustained  » 

I 'tha  St'at'°  courts  and  the  terms  of  the  original  contract  are.  m full 
Y.  A numb  . f diff  • 

ano  the  state,  but  they  have  been  settled  by  arbitration  or  friendly 
j suits  and  the  relations  of  the  two.  have°bee£/ami cable. 

| While  the  charter  as  a whole  went  into  effect  on  March  19th,  18"1 

■the  r*  payment  and  the  state  toot  did  not  come  into  force  until  scme- 
Uh.c  later.  The  first  test  of  the  legality  of  th<aot  came  in  xu  a suit 
brought  by  McLean  county  in  IS^-lSrF  for  the  usual  local  taxes  or  the 
property  of  the  railroad.  At  the  December  term,  lSrr,  the  Supreme 
Court  made  its  decision,  the  titling  Mfc  I.C.R.R.  vs.  McLean  County, 
Which  sustained  the  constitutionality  of  the  exemption  feature  of  the 
Y'-YOU  r.  Eight  years  later  the  former  decision  was  sustained  in 

*’“W*6  ^ a •SU1"  broUsh^  **  La  Salle, County,  3 and  the  prin- 

ciple of  those  two  cases  was  accepted  without  question  until  188  in 

Decatur  vs  I.C.R.R. 

The  first  payment  cf  r<*>  of  ohe  Frc^ 

7 gros°  eami-ngB  was  made  on  October 

Slot,  lerr  without  dispute  by  the  railroad.  fe  February  doth,  1887 

tha  Pr°PRrty  °r  ^ b— bject  to  tte  state  tax  and  thb  com- 

P^’  ln  “C0ManCe  ”Ith  thS  m <*  bbbtion  88,  1 is  ted  its  property 

with  the  Auditor.  Mr.  Dubois,  who  then  held  that  office,  refused  to 

otccepo  the  company's  valuation,  t-io 

' px^.,a  ^ his  own  valuation  on  the  road 

ano  brought  suit  in  the  courts,  a deci-ir,n  m . , 

° *'^s  m cs  ac  the  November 

T ..m,  1861,  in  favor  of  tlr  . . 

P"lllC“a,  which  in  practice  limited  the 

payment  bv  the  cv  mTyr  nir  ,,  — 

" ‘ ^ ^ximum  as  well  as  a minimum  of  seven  per 

A hv—.  ^ w,  T * n 

-I-llfiC  n l ^ i ny-n  oTr  - e ^ ■»  _ 

^ x 'JJ-  ^h..-,  company  and  was  instrumen- 
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tal  in  obtaining  the  favorable  judgment.  The  decision  is  discussed  on 
page  of  this  chapter.  From  18r9  to  190r  the  Auditors  have  made  no 
attempt  to  assess  the  property  of  the  railroad.1  As  Auditor  Lippincot 
stated  in  his/report  or  January  30 oh,  1871:  "The  case  gained  by  ohe 
Illinois  Central  R.R.  Company  over  the  assessment  brought  by  Auditor 
Dubois  rendered  it  certain  that  any  valuation  which  would  produce  a tax 
ov-r  ana.  above  tie  or  the  gross  earnings  or  said,  road  would  be  again 

(defeated Che  time  and  expense  or  an  assessemtn  would  be  useless 

and  a ware  rorm  without  any  purpose.”2  This  re per  t was  in  reply  go  re- 
solutions or  the  General  Assembly  passed  on  January  24th,  1871 , and 
seems  to  have  rully  satisfied  that  body.3 

In  December  1861  Jus  1862  the  railroad  lid  not  pay  the  full 
amount  of  one  taxes,  due  in  part  to  financial  embarr  as  merit  and  in  part 
to  a question  whether  the  taxes  should  be  paid'  in  currency  or  gold. 

Th-.  Pl ...oidenc  claims  the  right  to  r eport  as  gross  earnings  of  the  road 
cha  amount  received  in  currency  reduced  to  a specie  basis,  or  a discouri 
equal  to  the  difference  between  the  market  value  of  paper  and  specie.”4' 
The  matter  was  taken  to  the  Supreme  Court, but  evidently  ic  was  decided 
by  arbiuraoion  since  no  formal  decision  was  made  by  cte  Court. r I- 
practice  the  payments  were  made  on  a currency  basis,  ie.  payments  made 
m currency  or  in  gold  equivalent  to  discount  on  the  currency. 

Ag  times  the  seven  per  cent  paymert  was  a severe  strain  on  a he 
resources  of  the  railroad  and  this  was  particularly  true  in  the  period 
box  ore  tl®  Civl  1 War  Mien  the  net  earnings  were  insuff  icien  tto  meet  in- 
tox-esc  charges.  As  a result  it  seems  oho  railroad  endeavored  to  secure 
acGicn  by  the  Legislature  either  reducing  the  tax  or  abolishing  it  al- 
bCg  ~rvr'*  Considering  the  circumstances  of  the  road  i^  is  not  at  all 
surprising,  that  this  action  was  taken.  As  a protest  the  Audio or  in  his 

1 1 t P"  ur  State,  March,  1908,,  p.  lr2,  Section67. 

2 Special  Report  of  Auditor,  Jan.  30th,  1871,  g. 

4 Special  Mes  age  of  Governor  Yates,  January  fth,  1863,  Reports  p34Q 
Decisions  of  Supreme  Court,  1862  to  1870. 
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biennial  report  Tor  18r7-18r8  made  the  following  statement:  "Whatever 

may  be  the  present,  embarrasment  of  that  company  the  General  Assembly 
should  be  careful  to  recognize  that  not  only  now,  but  in  all  future 
time  so  longas  that  company  has  a corporate  existence,  a large  and  con- 
stantly augmenting  proportion  of  taxable  resources  of  the  state  must  be 
under  its  control  and  ownership.  Nothing  could  be  more  dangerous  and- 

to  the  interests  of  the  people  of  the  state,  however  specious  they 

may  now  appear,  than  for  the  state  to  surrender  to  this  or  any  other 

corporation  the  great  constitutional  privilege  of  taxing  its  property 

1 

according  to  its  value.” 


The  protest  was  successful  and  nothing  more  is  heard  of  this  pro- 
posal. However,  whether  justified  or  not,  there  se  ms  t^have  be  n a 
feeling  among  the  people  of  the  state  that  Che  Illinois  Central  was 
anxious  to  rid  itself  of  its  charter  requirements.  The  charter  was 
given  by  the  Legislature  and  that  body  could  repeal  the  whole  or  any 
part  of  it,  provided  the  consent  of  the  corporation  was  obtained,  as  in 
the  case  of  the  Great  Western  Act  of  1849.  This  created  the  possibil- 
ity that  the  Legislature  might  be  induced,  through  legitimate  or  il- 
legitimate means,  to  withdraw  the  special  tax  or  modify  it  in  the  in- 


terest of  the  railroad.  Considering  she  large  sums  of  money  involved 
.in  the  tax  payments,  the*  value  of  any  change  to  the  company,  the  low 
standards  of  public  morality  held  by  the  Illinois  legislatures  of  the 
Fifties  aid  Sixties  and  the  general  laxity  in  regard  to  public  service 
corporations  it  is  evident  that  a change  in  the  law  might  not  be  an 
idle  fancy.  That  no  attempt  Xowas  made  to  modify  the  terms  of  tte 
tax  is  no  proof  that  such  an  attempt  would  never  be  made;  at  any  rate 
so  long  as  the  question  was  within  the  power  of  x a legislative  body 
which  might  be  influenced  the  people  believed  there  was  aang e± . 
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Soon  after  the  construction  or  oho  railroad  ohe  re  arose  a demand 
thao  the  charter  tax  be  placed  beyond  the  power  of  the  legislature  and 
ohis  view  was  accepted  by  the  Constitutional  Convention  of  1862.  At 
the  commencement  ci  the  session  Mr.  Duff  introduced  an  amendment  pro- 
viding ’’that  shore  should  be  inserted  a prosion  in  the  constitution 

securing  the  seven  per  cent  of  the  gross  earnings  of  the  Illinois  Cen- 

so 

01^,1  RuL lr-.to  Company  oo  ohe  s tate / as  to  place  the  same  beyond  ohe  con- 
tingency of  surrender  to  any  future  legislature  and  that  the  money 
arising  therefrom  be  constituted  a permanent  fund  for  the  support  of 
the  common  schools  throughout  this  state.  ”3-  The  question  was  referred 
to  the  Com,  itte  on  Railroad  Corporate  ons  which  made  an  irv  estigation 
of  the  subject  and  finally  reported  an  amendemnt  to  the  Constitution 
in  line  with  Mr.  Duff's  resolution. 2 The  provision  was  adopted  without 
opposition  and  xswas  as  follows : "The  General  As  • embly  of  this  s tate 
shall  have  no  power  tor  e lease,  suspend,  modify,  alter  or  in  any  way 
or  manner  impair  the  obligations  of  the  Illinois  Central  Railroad  Com- 
pany to  pay  into  the  state  treasury  all  sums  of  money  secured  to  the 
state  by  the  charter  of  said  company  app®  ved  February  10th,  1801;  nor 
to  release,  suspend,  modify,  alter,  amend  or  in  any  manner  impair  any 
right  of  taxation  or  lien  secured  to  the  state  by  said  charter."1 2 3  Al- 
though this  particular  section  met  with  general  approval  ohe  Constitute 
tion  as  a whole  was  sc  objectionable  that  its  ratification  was  defeated 
by  a decisive  popular  vote  d the  original  status  of  the  charter  tax 
remained  unchanged  during  ohe  nexu  eight  years . * 


1 Journal  of  the  Constitutional  Convention,  1862,  p.  fT 

2 Ibid.,  p.  563-4 

3 Article  IV,  Section  38;  p.  1082  Journal  of  the  Contention. 

% Compare  the  part  of  Mr.  Duff's  resolution  relating  to  schools 

with  resolutions  in  the  Contention  of  186P-70  providing  that 
part  of  the  tax  receipt  should  be  used  for  the  support  of  the 
s tate  un  jv  e r s i ty  . 
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In  th  interval  between  oho  Convent icn  of  1862  and  that  of  1869 
oho  need  oj.  Cors  titutional  limitations  on  th  pew  or  of  the  legislature 

* 1,  £ Prc  t Bill  f 1809 

opposition  to  railroads  made  the  Illinois  Central  very  unpopular  throug 
ouo  oho  state.  On  t.te  other  hand  the  influences  which  had 

limited  the  tax  receipts  to  the  state  treasury  had  become  unimportant 
through  the  reduction  of  the  debt  and  the  increased  wealth  of  the  stat< 
Th. . ,.xpendi turns  o±  ole  local  bodies  had  increased  much  metre  rapidly 
than  had  those  of  the  general  government  and  many  <f  the  counties  along 
the  Central  look  with  hungry  eyes  on  ohe  receipts  from  the  charter  tax. 
As  a result  the  question  was  complicated  by  many  side  is  ues. 

In  the  early  days  cl  the  session  a number  of  resolutions  were  in- 
troduced re  gar  aing  the  tax. On  January  ,28  th  the  Committee  on  Revenue 
reported  the  Article  on  Revenue,  the  first  section  vh  ich  read:  ’’All 
moneys  accruing  to  the  state  by  virtue  of  the  charter  of  the  Illinois 
Central  Railroad  Company  shall  be  paid  into  the  state  treasury  and 
thereafter  cons  tituoe  a portion  of  the  revenue  of  the  state;  and.  the 
General  As  .embly  shall  have  not  paver  to  release  or  otherwise  discharge 
said  railroad  company  from  the  payment  thereof;  provided,  however,  that 
nothing  herein  contained  shall  be  constructed  as  affecting  the  applica- 
tion of  said  moneys  'to  the  payment  of  interest  bearing  state  indebted- 
ness unoil  the  extinction  thereof  as  provided  by  th  charter  of  said 

p 

company. " 

On  March  14 oh,  1870,  the  Revane  Article  was  taken  up  in  Committee 
of  the  Whole  arid  section  1 was  bitterly  attacked  by  certain  delegates 
from  counties  along  the  railroad  who  attempted  to  amend  it  in  such  a 
way  that  at  least  a part  of  the  receipts  would  be  divided  among  coun- 

rz. 

ties  bordering  on  the  Illinois  Central,  in  proportion  to  mileage. 


2 

3 


December  20th,  p.  78;  December  17th,  p.  72;  December  20th,  p.  84; 
January  12th,  p.  176;  January  14uh,  p.  192.  Debates  of  Constitu- 
tional Convention,  1869  to  1870. 

Ibid.,  p.  321 

■ Ibid.. March  14th,  p.  1200.  Amendment  of  Mr.  Moore. 
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Tho  majori  ty  01  the  delegates  were  op  .>osed  go  such  a division,  largely, 
so  it  so  ms,  because  the  number  of  counties  benefited  was  smaller  than 
.those  not  benefited,  and  all  attempts  to  secure  a change  were  defeatedg 
The  discussion  was  again  renewed  on  the  13th  of  April  when  the  Commit - 
t> . cl  the  Whole  adopted  a substitute  prop®  ed  by  Mr.  Buxton  which 
altered  the  phrasxyclogy  of  the  am  endemnt  though  not  its  real  mean  i.ng . ^ 
On  May  2nd  the  Convention  £ concurred  in  the  r epcr  t of  the  Com  itte - of 

the  Wno'le  and  thus  placed  itself  squarely  in  opposition  to  any  drstri- 

3 

button  of  the  charter  tax..  While t he  minority  was  defeated  it  was  not 

silenced  and  the  discussion  aroused  such  bitterness  that  for  a time  the 

success  of  the  new  Constitution  was  threatened.  To  ebiate- any  remote 

this  danger  the  Convention  voted  to  report  the  section r elating  to  the 

4 

Illinois  Central  UcIa  UfS  Co  separate  amendment.  The  following  was  sub- 
mitted as  a separate  article:  "No  contract  obligation  or  liability  what 
ever  of  the  Illinois  Central  Railroad  Company  to  pay  any  sums  of  money 
into  the  state  treasury  nor  any  lien  of  the  state  upon  the  or  right  to 
tax  the  property  of  said  company  ill  accordance  with  tie  provisions  of 
the  charter  of  said  company  approved  February  10th,  18rl,  shall  ever  be 
released,  suspended,  modified,  altered,  remitted  or  in  any  way  or  man- 
ner diminished  or  impaired  by  legislative  or  other  authority;  and  all 
moneys  derived  from  said  company  after  the  payment  of  the  state  debc 
shall  be  appropriated  and  set  apart  for  th3  payment  of  ohe  ordinary  ex- 
penses of  the  state  government  and  for  no  other  pur- pose  whatever."'" 
Despite  ohe  opposition  in  the  Convention  this  amendment  was  carried  by 
a larger  popular  majority  than  the  Constitution  or  any  other  separate 
section  and  even' in  the  counties  which  would  have  profited  by  its  re- 
peal the  vote  was  heavily  in  favor  of  the  Amendment.  By  chis  action  of 
the  Constitutional  Convention  and  the  people  the  charter  tax  of  the  11- 


Debates  of  the  Constitutional  Convention,  1869,  p.  12fr 
Ibid.,  March  14th,  1870,  pp.  1200  'ff 
Ibid.,  p.  If 97 

Ibid.,  pp  1619,  1620;  F . Ibid,  p 


mo.  clo 


linois  Central  Railroad  Company  is  made  a contract,  irrevocable  or  un- 
alterable except  with  the  consent  of  the  stockholders  of  oho  company 
and  a constitutional  amendment  approved  by  a majority  of  the  voters;  or 
through  the  decision  of  the  State  or  federal  Supreme  Court,  whichever 
_h,.s  higher  jurisdiction  in  the  particular  points.  Any  possibility  or 
temptation  *^o  influence  the  Legislature  is  removed. 

Prom  1870  to  1900  the  history  of  the  charter  tax  is  little  more 
than  a statement  of  semi-annual  payments  into  the  state  treasury.  The 
cases  of  Gilkerson  vs  Brown1,  I.C.R.R.  vs  IrTVin2 3 , Decatur  vs  I.C.R.R. 3 
settled  certciiu.  disputed  questions  relati  rg  tc  tie  obligations  and 
pi  ivi leges  cf  tue  company,  but  these  decisions  in  the  ms  e If x were  unim- 
portant. Otherwise  these  thirty  five  years  are  uneventful. 

G 

In  190T  Governor  Deneen  commenced  his  investigation  of  the  account 


of  the  company  and  in  1907  the  Attorney  General  instituted  suit  agol  nst 

che  company  for  nearly  fifteen  million  dollars  of  back  taxes  and  for 

reed  pcs  of  the 

a general  readjustment  of  the  method  cf  ac©  unting  applied  to  the/char- 
ter lines. ef-the  In  that  year  the  suit  was  dismissed  by  tie  Supreme 
Court  on  technical  ground  s and  then  commenced  in  the  Ciruit  Court  of 
La  Salle  County.  The  general  story  of  the  suit,  however,  belongs  to 
Part  I and  the  reader  is  referred  to  Chap  er  V for  a full  discussion  of 
the  points  at  issue  and  the  history  of  the  charges  against  the  company. 


Having  reviewed  the  history  of  the  charter  tax  we  are  now  in  a 

and  explanations 

position  to  se  what  moGificaii  ons/of  the  original  charter  have  been 
made  by  the  courts.  Prior  to  the  Back  Tax  Suit  of  1907  the  question  of 
what  rclceipts  are  subject  to  the  special  tax  has  not  be  n taken  up  in 
the  courts  and  the  o ri  1 y^edat^^T>  definitely  decided  relate  to  the  valu- 
ation of  the  railroad  and  ins  exemption  from  local  taxation. 


1 Gilkerson  vs  Brown,  61  111.  487,  decided  1871 

2 I.C.R.R.  vs  Irvin,  72  111.  4-r2,  decided  1874 

3 I.C.R.R.  vs.  Decatur  126  111.  92 
I.C.R.R.  vs.  City  of  Decatur,  If 4 111.  173 
I.C.R.R.  vs  Decatur,  147  U.S. 
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As  referred,  go  on  page  r6  tlie  Auditor  of  State  brought  suit  in 
18T7  to  determine  what  was  the  equitable  valuation  of  the  railroad's 
property.  The  charter  provides  for  a tax  on  ’’all  the  property  and  as-1 
sets  of  every  name,  kind  and  description  belonging  to  said  corporation’: 
In  18T9  the  Auditor  road  listed  its  property  at  $4,942*000,  while  Audi- 
tor Dubois  placed  its  valuation  at  $13, 000. 2 The  cost  of  the  property 
Was  $26, «r68, 017.61.  The  railroad  further  contended  that  seven  p 
cent  of  its  gross  earnings  was  a maximum  charge..4  The  decision  of  the 
Supremo  Court  was  made  at  the  November  Term,  1861,  by  the  Chief  Justice 
Sidney  Breese.  The  judgment  was  in  favor  <f  the  railroad  am  the  valu- 
ation of  its  prop  rty  was  placed  at  $4, 942, 000. r The  dicta  of  the 
court  may  be  summed  up  as  follows 

(1)  For  purposes  of  taxation  property  should  be  assessed  at  its 
present  value  and  not  at  its  prospective  value. 

(2)  In  assessing  the  value  of  the  railroad  for  purposes  cf  taxa- 
tion the  inquiry  should  be  what  is  the  property  worth  to  be  used  for 

the  purposes  for  which  .it  was  designed,  and  not  for  any  other  purposes 
to  which  it  may  b e applied. 

(o)  In  such  a case,  if  the  property  is  devoted  to  the  use  for 
which  it  is  designed  and  is  in  a condition  to  produce  its  maximum  in- 
come one  very  important  el ament  for  ascertaining  its  present  value  is 
the  amount  of  its  re  t profits. 

(4)  This,  however,  should  not  be  the  absolute  standard  of  value. 
There  should  be  taken  into  connection  with  it  the  inquiry  what  a pru- 
dent man  would  give  for  the  property  as  a permanent  investment  with  a 
view  to  obtaining  a net  income.  6 

Inierentially  the  court  upheld  the  further  dicta,  established  in  the 
lower  court,  that  the  valuation  of  the  Central  should  correspond  to  tte 


1 

2 

3 

4 


Section  22,  Charter. 

XpontLfpago’  AUdi~E°r  °f  January  1871. 

§iState*  Decem-ber  lst«  18rs. 

Ibid. 
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taxable  valuation  or  other  railroads,  i.e.  if  the  other  roads,  on  the 
average,  were  assessed  at  60$  of4h  ir  true  va  i.c.  ilk  - 

wise  be  assessed  at  60$. 1 

While  many  change  s have  be  n made  in  *-h n -n  n ^ j p ] ^ D - r, r ^ bv 

^^oecisions  of  the  state  art  federal  SuF  4e  Coir-  ts/  nevertheless 
ohe  is  sound  economics  and  presumably  sound  law.  In  she  applica- 

ble v-.l  ui.!  dicta,  however,  the  Sup  erne  Court  laid  itself  liable  to 

oriticism.  $4,912,000  valuation  for  70f.r.  miles  of  main  line 
" ' " "1  lV'u  '^6,‘  00,000  is  absurd.  In  choosing  the  years  1807-60  as 
[ determining  years  the  court  madea  serious  mistake.  The  earning®  rail- 
road was  just  constructed;  the  gross  and  net  earnir^s  had  been  ma- 
terially reduced  by  the  panic  of  1807  and  crop  failures;  traffic  was 
net  yet  at  a mark  corresponding  to  the  resorces  of  the  surrounding  ter- 
ritory; the  company  was  recovering  from  a stock  market  dep-  ess ion  which 
j greatly  reduced  she  market  value  of  its  securities . Under  these 
; CirCUmst'ancos  capitalized  earnings  and  even  the  market  value  of  the 
•read  was  considerably  under  the  true  value  of  the  property  and  the  pro- 
| mot  ers  would  not  have  been  willing  to  sell  the  property  at  anywhere  near 
the  i igure  set  by  the  court.  That  the  other  railroads  of  she  state 
| were  assessed  below  their  true  worth  should  not  affect  the  valuation  of 
Ftne  Central  since  the  charter  provided  for  a special  valuation  by  the 
Auditor,  presumably  -do  escape  just  such  undervaluation.  Therefore,  the 
assessment  of  the  latter  must  be  regarded  as/the  true  valuation  of  the 
r°ad  than  that  set  by  the  court.  If  the  case  had  been  decided  in  1860- 
1870  10  ls  entirely  probable  that  the  Auditor  would  have  be  n sustain  8 
. The  state  tax  levied  on  a valuation  of  $4,913,000  was  under  2$ 
of  the  gross  receipts  of  the  railroad  and,  consequently,  that  per  cent 
became  tne  minimum  art!  maximum.  From  1809  to  18900  the  railroad  has 
paid  7$  of  its  gross  receipts  without  a valuation  of  its  property. 

I Biennial  Report,  Auditor  of  Public  Accounts,  December  1 ipr8 
i.e.  the  net  earnirg- s were  several  tiems  what  they  were  in  1807 
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Or  ,ft  whole,  however,  it  is  probable  that  the  as  es  ment  f • 
taxes  would  seldom  have  equalled  tkv  2$  of  the  gross  receipts,  due  pri- 
marily to  the  low  valuation  of  other  railroad  proprty.  "In  1869  chore 
were  3001  miles  of  railroad  other  than  Illinois  Central  assessed  in  the 
state  with  a tax  value  of  $16,38-9,980.  Assume  the  x actual  value  of  t 
the  709  (sic)  miles  of  the  Illinois  Central  to  be  equal  to  the  as  essed 
value  of  the  ether  3001  miles  of  railroad  of  the  state  and  a state  tax 
of  7 1$  on  the  $100  value  assessed  would  amount  to  $122,924.81.  The  2 $ 
tax  amounted  to  $132,838.08  being  $9,913.21  more  than  the  tax  would 


amount  to  on  the  value  equal  to  that  of  all  the  other  railroads  in  tie 
state  for  said,  yaar."  The  question  is  now  of  merely  historical  im- 
portance since  the  reduction  of  strictly  state  taxes  had  made  ip  impos- 
sible for  the  Illinois  Central  assessment  on  such  a basis  to  equal  the 
of  gross  receipts.  For  instance  in  190f  the  assessment  for  state 
purposes  on  a total  valuation  of  $114,111,870  was  $114,111.87,  while 
the  2$  tax  amounted  to  $300,066.62,  a difference  of  $141,914.71.  in 
khat  y~:  ar  the  asses  >ed  value  amounted  to  60$  mor  . ~ - --  c, 

of  the  charter  lines  and  equipment  and  considerably  over  the  market 
value  of  the  property,  including  valuation  of  real  estate.2 

The  next  point  decided  by  the  courts  related  to  the  exemption  of 
the  i aili'oaci  * s property.  The  cases  of  I.C.R.R.  vs  McLean  and.  Nous  tad  t 
vs  I.C.R.R.,  decided  in  1811  and  1863  respectively,  settled  the  consti- 
tutionality of  the  tax  exemption  and  also  gave  a liberal  interpretation 
to  section  22.  The  charter  reads:  "the  said,  c orporation  is  hereby 
exempted  li-oni  all  taxation  ci  every  kind,  except  as  herein  provided 

4 

f ^ j-' . The  important  points  settled  by  these  decisions  are: 

(1)  "The  case  before  us  is  not  an  exemption  or  immunity  from  the 


Special  Report,  Auditor  of  State,  January  30th,  1871. 

2 Rrrr  c_l  che  State,  March,  1908,  p.  116,  section  68. 

3 I.C.R.R.  vs  McLean  17  111.  296 
Re us tad t vs  I.C.R.R.  31  111.  481 
Charter,  Section  22. 
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payment,  of  taxes",  but.  is  a commutation  of  one  tax  into  a another. 

(2)  "The  exempting of  the  donated  lands  may  be  regarded  as  an  ex- 
emption of  the  public  property  until  its  sale  cr  the  performance  of  the 
conditions  which  will  release  the  lien  of  the  state'.'1 

(3)  "The  other  property  of  the  company  falls  within  the  power  of 
the  state  ....to  be  assessed  by  such  rule  as  the  legislature  may  adopt 

and  in 'this  instance  having  adopted  for  taxing  this  corporation it 

is  th  for  the  legislature  and  not  this  coir t to  determine  the  manner  in 
which  this. shall  be  done."1 

(4)  "This  being  a contract  between  the  state  and  the  corporation 
no  city  or  town  authority  can  impose  a tax  for  municipal  purposes  on 
the  property  of  that  company  which  maybe  within  its  limits."2 3 

(r)  "she  act  of  the  legislature  in  these  provisions  is  constitu- 
tional . 2 

Pour  other  cases  relating  to  the  exemption  feature  have  be  n de- 
cided by  the  Sup?  ^me  Coir  t and  there  has  be  n a steady  tendency  to 
limit  the  extend  of  exemption. 

In  Gilkerson  vs  Brown,  decided  in  1871,  the  court  held  that  grain 
by  private  parties 

warehouses  buil^/on  the  right  of  way  of  the  Illinois  Central  leased  to 
such 

private -ppege-rty  parties  are  subject  to  taxation,  since  they  do  not 
belong  to  the  Illinois  Central  Railroad..  "There  is  no  such  exemption 
in  terms  nor  is  it  to  be  made  by  legal  intendment".^ 

Or  greater  importance  is  I.C.R.R.  vs  Irin,  deciaed  in  1874.  The 
decision  is  in  regard  to  injunction  of  the  rai  lr  cad  against  the  city  of 
Cairo  restraining  it  rrcm  taxing  a certain  ferry  boat  used  for  transfer 
purposes  between  Cairo  ana  Columbus,  Ky.  In  making  its  decision  the 
court  uses  very  explicit  language:  "The  object  of  crating  ...a  corpora- 
tion was  to  construct  and  operate  a railroad  through  the  central  part 

1 I.C.R.R.  vs.  McLean,  17  111.  29@  ff 

2 Neustadt  vs  I.C.R.R.  51  111.  486 

3 Gilkerson  vs  Brown,  61  111  487. 


or  the  state.  The  powers  expressly  conferred  upon  it  were  to  "survey, 

locate,  corstruot,  complete,  alter,  maintain  and  operate  a railroad 

No  authority  is  given  to  construct  other  lines  of  railway  cr  to  engage 
in  carrying  by  water  or  otherwise  than  by  the  lines  of  railway  author- 
ized to  be  constructed.  Every  section  of  the  act  relates  to  the  accom- 
plishment of  this  purpose  and  none  other.  It  was  to  aid  in  it  that 
the  munificent  donation  of  lands  was  maae  by  the  state  and  the  oxnmp- 
tion  granted  by  the  22nd  section” 

’"The  taxes,  then,  from  the  payment  of  which  the  Legislature  in- 
tended  to  relieve  apparently  could  have  be.  n only  the  taxes  which  it, 
as  a railroad  corporation  to  uld  be  otherwise  liable  to  pay  upon  its 
property  acquired  in  the  prosecution  of  its  business  in  corn  tructing, 
and  operating  this  line  of  road.  None  other  could  have  been  contempla- 
ted for  the  plain  reason  that  it  was  not  intended  that  any  other  busi- 
n-...s  should  0,  engaged  m.  And  it  is  a familiar  rule  of  construction 
that  a corporation  has  such  powers  only  as  are  specifically  granted 
by  its  act  of  incorporation  or  are  necessary  for  thepurpose  of  carrying 
into  effect  those  powers.  It  sjfurely  needs  no  argument  to  prove  that 
steamboats  are  not  railroad  prop  rty  or  that  the  right  of  carrying  by 

d-il  does  not  include  as  a necessary  incident  the  right  to  carry  by  wa- 

her 

I Io  may  be  that  the  business  prosperity  of  appelant  is  greatly 

promoted  and  the  public  convenience. subserved  by  its  ownership  and  use 
Of  this  boat.  So  too  it  might  be  by  linos  of  stage  coaches  or  by  con- 
structing canals  or  other  lines  of  railway Tat  it  could  net  be 

claimed  that,  therefore,  such  enterprises  are  within  the  powers  con- 
ferred by  appellant's  charter  cr  that  the  property  so  employed  is  within 
[the  contemplation  of  the  Legislature  in  the  exemption  of  the  section 
Unu0r  £i&eH&&ieR  consideration 

In  its  decision  the  court  held  that  the  ferry  boat  in  question  was 

prctx.j.  u y of  the  railroad  within  the  ccilemplation  of  the  22nd  sec- 
tion of  appelant' s charter. 
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The  effect  cf  this  decision  was  to  limit  the  property  of  the  rail 
roaa  exempt  from  taxation,  and  inf erentially  the' gross  receipts  subject 
tc  the  seven  per  cent  payment,  to  such  as  actually  belonged  to  the 
operation  of  the  original  70r.f.  miles  cf  charter  line.  Acquired, 
leased  or  constructed  roads  not  operated  under  the  ' charter  of  18.rl 
would  not  be  exempt  from  ordinary  taxation. 1 


A further  restriction  of  the  charter 
case  of  I.C.R.R  vs  Decatur.  The  railroad 
of  a special  tax  or  asses;  mant  for  stre  t 
and  a decision  was  rendered,  first  by  the 
by  the  federal  Supreme  Court. ’ The  line  c 


exemption  is  found  in  the 
appealed  from  the  ass as  mant 
paving  in  the  city  of  Decatur 
state  Supreme  Court  and  than 
f reasoning  adopted  by  the 


ldj£^  tr  ibunal  was  that  assessments  for  improvements  such  as  street 
paving  were  not  ordinary  taxes  since  they  inured  directly  to  the  bene- 
fit. cf  contributing  parties  and  were  levied  in  proportion  to  benefits. 
In  the  words  cf  that  body:  "The  previsions  in  section  22  of  the  act  in- 
corporating the  Illinois  Central  R.R.  Cc.  exempting  it  from  taxes  do 
not  exempt  it  from  the  apayment  of  municipal  assessments  upon  its  land 
wi oh in  uha  municipality  in  the  state  laid  for  the  purpose  of  grading 

and  paving  a street  therein and  . . . . an e xemption  from  taxation  is  t 

to  be  taken  as  an  exemption  from  tte  burden  cf  ordinary  taxation  and 


aces  no  c,  relieve  irom  the  obligation  to  pay  special  assessments  imposed 
to  pay  the  cost  of  local  improvements  and  eta rged  upon  contingent  pro- 
perty upon  the  theory  that  it  is  to  be  benefited  thereby". 3 

The  Supreme  ^our t die.  not  decide  on  the  question  of  constitutional- 
ity of  the  charter  since  that  was  not  brought  before  it  nor  did  it  havr 
direct  jursidiction  superior  tG  the  state  court. 


In  a somewhat  later  state  case  the  Supreme  Court  of  Illinois  con- 
firmed its  dicta  in  the  Decatur  ruling.4  This  was  in  I.C.R.R.  vs  Mattoo 


I.C.R.R.  vs  Irtoin,  72  111.  4 rr,  484 
2 I.C.R.R  vs  Decatur  126  111.  92 
I.C.R.R. vs  Decatur  147  U.S.  190 
I.C.R.R.  vs  Decatur  147  U.S.  190 
4 I.C.R.R.  vs  Mat to on,  141  111.  32. 
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Tho  legal  decisions  discus  . ed  above  may  now  bn  summarized. : 

. S L/v^»  J 

(1)  The  valuation  of  the  railroad  for  purposes  of/taxation  is 
determined  by  its  net  earnirg  s and  the  profit  of  the  business. 

(2)  The  sax  exemption  features  of  the  charter  are  consti tutional . 
(5)  Property  of  the  railroad  covered  by  the  charter  is  not  sub- 
ject to  local  taxation. 

(4)  Only  such  property  shall  be  exempt  as  is  used  in  the  opera- 
tion of  the  line  of  road  authorized  to  be  constructed  and  operated  by 

the  charter  of  1881. 

(r)  The  exemption  applies  merely  to  ordinary  taxes  and  does  not 
d-^-^^-tde  sp  cial  assessments  for  bet  -erments. 


ihn  aaminis oration  of  the  tax  under  the  rulings  of  the  Auditors 

u,nti  the  decisions  of  the  courts  is  comparatively  simple.  From  18 r 9 to 

190T  the  railroad  submitted  a semi-annual  statement  to  the  Auditor  and 

Governor  showing  the  gross  receipts  earned  on  tte  charter  line  for  the 

Plec'  ec^nS  si-*  months  and  then  paid  seven  per  cent  of  the  amount  so 

stated.  Its  property  was  not  listed  for  taxation  and  the  state  made  nc 

attempt  to  go  behind  the  figures  submitted  by  the  railroad.  By  the 

rulings  of  the  Supreme  Court  in  Decatur  and  Neustadt  cases  local  taxing 

for  taxation 

authorities  have  not  listed/ the  prop  rty  of  the  charter  lines  of  the 
Illinois  Central.  Since  190f  the  prcprty  of  the  railroad  has  been 
I list,0a  t,il0  Auditor  of  Public  Accounts  and  the  Governor's  office 

L £t~s  m^de  an  annual  examination  of  the  statement,  cf  gross  receipts  sub- 
ject to  the  special  tax. 

In  she  history  of  the  charter  tax  one  factor  stands  cut  in  relief 

to 

the  close  relation  of  the  tax  and  the  federal  land  grant.  Of 
hardly  less  importance  is  the  essentially  public  character  of  the  Il- 
linois Central  enterprise.  At  times  it  seems  as  if  the  private  company 

is  merely  the  agent  of  the  state  government  ~-vi  <«. 

& -i-uionu  t„nd  is  paying  certain  spe- 


qif  iad  sums  60  the 
moasuros  of  1837. 
of  oh a charter  tax 


latter  for  carrying  on  th  n old.  Internal  Improve  mane 
Tha  third  a lament  to  he  considered,  is  the  influence 
on  state  finances  and  tha  axtrme  carefulness  of  tha 


state  to  retain  this  valuable  sexr  co  of  income. 


PART  II 


m 

CHAPTER  V. 


HISTORY  CP  THE  BACK  TAX  SUIT  OF  1907  AND  NATURE  OF 
THE  CHARGES  AGAINST  rf'HE  COMPANY. 


The -s o-call od  “Back  Tax  Suit"  instituted  by  the  State  of*  Illinois 
against.  the'  Illinois  Central  Railroad  Company  is  one  of-  oho  mos  t im- 
portant, as  well  cCs  one  of  she  most  spectacular  incidents  of  recent 

railway  History.  Th ) magni  tude  or  the  amount  involved the  5 a te  is 

suing  for  over  fif teen  millions  of  dollars is  sufficient  to  a o orac t 

attention.  Of  deeper  interest.,  howev  r,  ar  the  legal,  accounting  ana 
economic  principles  of  the  case:  principles  which  have  . i 

not  only  on  the  particular  problem  of  the  charter  tax,  but  also  on  the 
broader  questions  of  railway  rate  making  and  government  supervision  of 
public  service  corporations. 

The  action  of  Governor  Den^een  in  bringing  before  Nie  courts  for- 
set  1 emend  the  many  points  of  dispute  between  uhe  state  and  the  company 
is  the  logical  and  necessary  result  of  two  different  influences;  ( ) the 
expansion  of  the  original  lines  of  ohe  IllinoisCeritral  lc com- 

pany ing  complexity  of  organization;  (b)  the  development  of  the  princi- 
ples and  practices  of  seieatifie  accounting  in  recent  years  in  7.  manner 
which  makes  possible  a scientific  adjur oment  of  gross  receipts  between 
charter  nd  non-charter  parts  of  she  System. 

In  Chapter  I of  Part  I there  was  given  a brief  spketch  of  the 

history  and  organization  of  the  Illinois  Central  System  and  it  was 
the  mileage 

shown  how  that -it  had  expanded  from  slightly  over  seven-fey  hundred,  miles 
of  line  to  sixty  thro  hundred  miles  and  how  the  organization  of  the 
company  had  changed  from  that  of  a simple  operating  corporation  to  a 


U!  M M 


highly  complex  arrangement  of  holding  ^ operating  companies 

..sd- extensive  inter-system  holding  of  booh  debt  and  stock  securities. 

Tho  railroad  company  was  ek»M  "authorized  and  empowered  to co» - 

struct maintain  and  op  t a railroad " from  Chicago  „0  Calico 

art,  from  Centralia  to  E.  Dubuque,1  but  acting  under  the  general  rail- 
ways laws  of  Illinois  ana  other  states  it  had  acquired  some  fifty  seven 

hundred  miles  of  other  line,®  which  its  original 

iso  it  to  do.  By  the  rulings  of  the  various  Auditors  of  Public  Account 
and  Governors  of  Illinois  and  by  the  inferential  decision  of  the  Supreni 
Court  in  I.C.R.R.  vs  Irvin  the  gros  earnings  subject  to  the  seven  per 
COnt  t‘J'K  v<e-ce  limited  to  such  as  were  received  from  the  operation  of 
70  . .mil  of  >r  lines;  all  oth  ip  of  the  Ilii  ois 

il  Railroad  Company  w,  object  to  this  paym  t.  Thus,  f 

iuh'!  purposes  of  uh-3  SO  von  per  coni  T^zr  tho  pVo  ~ • ... 

p c 'J-°  °he  System  is  aviaed  into  ow o 

parts;  (1)  the  'ter  mil:  a ; (2)  all  otter  p of  . r llr 

However,  the  operations  of  the  Illinois  Central  System traffic, 

-~cu..ti  „ er,  operating  are  those  of  a single  unit  and  the  division 

[ 0f  "SCnlP  mSr"Xlr!nS',S  bStWeen  sixta  n distinct  subsidiary  corpora- 
tions, which/for  purposes  a’  taxation  is  increased  to  over  forty,  is 

purely  arbitrary  and  hardly  logical.  In  1907  seventy  million*  dollars 
Of  gross  receipts,  earned  on  six  thousand  miles  of  line  of  varying  de- 
traffre  density,  had  to  be  so  distributed,  part  of 
ceipts  c-me  from  business  of  a strictly  local  character,  i.e.  origin- 
ating and  terminating  on  the  same  subsidiary  road  or  accounting  divis- 
ion. m such  instances  there  could  be  no  question  as  to  the  distribu- 
tion of  the  proceeds.  Another  and  much  larger  portion  of  the  earnings 

was  derived  from  System  tr  ffic  which  passed  over  more  than  one  of  the 

subsidiary* roads.  Those  receiri^  - _ , ... 

p o h^d  oo  he  aiviaed  among  oho  diiTer- 

Charber,  Section  2. 

General  Railway  Ac  t of  18FFm  .of*  + o> 

I.C.R.K.  vs  Irvin,  72  111  414, % ^pp^sf  & *'46 
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orro  linos  according  Lo  some  cons is Lent  method,  which  at  best  would  bo 
moro  or  loss  arbitrary. 

More over,  with  tho  increasing  complexity  of  the  legal  organization 
oi  .li  . Syo  tem  oho  Illinois  Central  Railroad  Co.  received  receipts  which 
came  neither  from  the  operation  of  the  charter  lines  nor  from  tho  lease 
of  subsidiary  roads,  but  were  due  to  the  holding  of  securities  of  other 
lines  for  purposes  of  control  and  to  miscellaneous  undertakings  not 
commonly  practiced  by  railroads  at  ohe  time  the  charter  was  granted. 
Some  of  the  most  important  of  these  items  are  income  from  investments, 
hi±e  of  equipment,  charges  for  express  business,  interstate  transfer 
ann.  operation  of  sleeping  and  dining  cars.  As 

irreo  the  accounts  of  the  railroad  there  arose  a question  whether  they 
should  or  should  not  be  subject  to  th  oha  tax,  v ioug 

c Dived  by  the  Illinois  Central  Railroad  Co. 

Th-!  confusion  naturally  arising  from  such  complex  conditions  was 
intensified  by  the  almost,  complete  absence,  until  comparatively  recent 
times,  of  what  may  be  termed  scientific  accounting.  The  Illinois  Cen- 
tral has  always  had  a good  system  of  accounting?,  based  very  largely 

Br-eli-h  Pi  -tices,  and  the  reports  of  the  company,  in  the  main,  hsvefe 

b . r.  X w«ii  ly  clear  and  reasonably  correct  "rr-  T^rTincr  ..  _ • . . 

^ uxx  -ccoxamg  LO  existing  stand- 

ai?<1S-  MWertheleSS’  «fel«>yed  in  distributing  gross  receipt 

between  subsidiary  corporations  cannot  be  regarded  as  scientific.  At 

times  they  are  not  only  non-sc ientific  but  aotur lly  Incorrect  and  even  ' 
inconsistent  with  accepted  practices  of  accounting.  Although  ’the  man- 
agement of  the  railroad  has  been  conservative,  as  a general  rule,  it 

1S  a0°  PSrtlCUlrly  EUbJeCt  criticism.  The  trouble  lies  not  with 

the  Accounting  Department  of  the  Illinois  Central,  but  with  the  general 

system  of  railway  accounts.  I,ike  too  many  business  operations  they  are 

haphazard  and  adapted  to  meet  conditions  as  -they  arise.  m the  past 

ohis  lack  of  system  was  unavoi—  m 

U— voluble,  but  m recent  years  the  entire 


field  of  railroad  organization  arid  inanagnme nt  has  become  more  and  more 
systematic.  The  Engine  ring  Departments  of  prcgres:  ive  railroads  are 
to-day  governed  by  scientific,  almost  academic  principles  which  would 
ht-a e been  impracticable  a decade  and  a half  ago.  Train  operations  have 
been  subjected  to  rigid  rules  an^even  the  the  orgai  ization  of  the  roads 
h“s5F«  been  changed  to  meet  the  new  conditions.  A £$■  ■ , ± K exampl  of 
this  sys tomizing  oi  operations  i c found  in  the  Harr i man  Dines . Accoun- 
ting is  now  following  in  the  footsteps  of  engine  ring  and  th  : fiscal 
operations  of  the  road  are  being  based  mere  and  more  on  fundamental  and 
underlying  princ iples.  The  Hepburi  Ac.  of  1906  and  the  action  of  the 
Interstate  Commerce  Commission  under  hat  law  are  imp  o'  tant  evidences  of 
the  new  order  cf  affairs.# 

Thus,  uhe  development  of  scientific  accounting  has  made  it  possibl 
t°  ^ m0- ! ' accurate  distribution  of  accounting^  betwe  n 

ntrLu  ana  subsaiary  corporations  than  would  have  be  n pos  ible  twenty  cr 

V L xv'  y "rs  lb  is  not  going  too  far  to  state  that  the  present 

suic  is  merely  a phase  of  the  general  readjustment  cf  relations  betwe  n 
public  service  corporations . and  the  government  which  is  shown  by  the 
physical  valuation  of  railroads  in  Wisconsin,  Michigan  and  othorstates; 
the  creation  of  the  Wisconsin  and  New  York  Public  Service  Commissions; 
the  passage  of  the  Hepburn  Act  and  the  stadard ization  of  accounts  by 
the  Interstate  Commerce  Commission;  and  tie  ge  eral  agit  for  phy- 

sical valuation  of  the  railroads  of  the  entire  country. 

N-.glec cirg  a,ny  ccnsideraoions  of  fraud  in  the  adjustment  cf  the 

charter  tax,  which,  if  they  exist,  are  matters  for  the  courts  to  set- 
. in  instituting  the  su  i t 

’ " actl0n  of  ‘thR  Governor/ seems  to  be  justified  by  the  complex 

lHIorporSSonati°n' °f  ^ rompany  and  recent  impp  evoment  in  public 
servi  co/accounting.  An  examination  of  the  methods  adopted  by  the  com- 


Por  a fuller  discussion  of  the  application  of  scientific  aocoun- 

bv't.;IJrlX',3:y„Cp:Tatl0nS  thn  reader  is  referred  to  an  article 

4 A,:  M:  • GO:  ; * **"«"■«*  - TMxoin;  in  the 

§ G'ctZeboe  i cr  0^ 
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pan y in  pro-rating  gross  receipts  bo two on  charter  and  non  charter  linos 
emphasizes  oho  necessity  of  a thorough  readjustment  of  ,he  practices  in 
accordance^  with  recent  developments  or  oho  seie«i6«T  art  of  accc  unting. 

So  far  as  any  common  principle  underlies  the  meohods  now  in  vogue 
io  is  * the  basing  of  pro  rates  on  estimated  cost  :f  service.  Hisocri- 
cally,  the  pro-rates  have  irWw  origin^.  Hoads  that  form  trly  wer  i - 
pendent  ox  the  Central  hud ^ prior  to  consolidation  cons  id  fol  i ■.  »r— 
change  cx  or^ix ic  with  the  other  linos  of  the  present  system  and  ordi— 
riu,iy  through  rates  with  inter— line  pro-rs  or  divisic  s wer  xis- 

tence.  When  a road  was  taken  over  by  the  Central  these  inter-line  pro- 
rates usually  were  retained  and  the  system  receipts  distributed  in  ac- 
cordance with  their  provisions.  A very  large  proportion  of  the  exist,- 
= pro -rates  are  based  on  historical  considerations . Where  new  roa 
were  constructed  by  the  Central  or  it  was  found  necessary  go  make  a re- 
adjustment of  the  old  divisions  other  methods  had  to  be  adopted.  As  a 
general  rule  the  pro-rates  are  similar  to  what  may  be  fount  on  oth 
roads  or  in  inter-line  agreements  betwe  n tte  Central  and  foreign 
systems.  In  many  cases,  however,  the  distribution  is  pusly  arbitrary 
cxxio.  s ; ms , go  be  based  on  no  logical  grounds  • 

In  all  instances  the  divisions  are  made  according  to  individual 
tariffs  and  the  recoin..",  are  distributed  from  way  bill  statements.  For 
.Example  the  first  class  rate  from  Chicago  to  New  Orleans  is  $1.10  per 
cwt.  Th..  standing  pro-rate  on  that  p^evfo i ■ of  the  Chicago-New  Orlean 
tariff  is:  Zf  deduction  for  bridge  arbitrary  at  Cairo;|38$  of  the  re- 
maintGi  to  lines  North  of  Cairo;  68$  to  linos  south  of  Cp.irc]ft  1",  .--ire 

0n  a shipment  of  100  lbs. 

H Is  credited  to  Interstate  U-ansf  ; 4"/  to  the  I.C.R.H.;  -8/  the 
C.  St,.  L.&N.  0. 1 


Brief  of  the  Shade,  March  Term,  1908,  p.  192-3,  section  113. 


no 
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Without  ' t. temp  ting  a comp  Do  to  classification  of  oho  various  me- 
thods in  uso  tl®  more  inipohoano  aro  given  below: -1 

(1)  Local  rate  cn  ono  division  and  proportion  or  basing  rate  on 
the  other  division,  o.g.  Chicago  to  Now  Orleans,  Iso  clas ... 

(2)  Division  in  accordance  with  arbitrary  per  centages  assigned 
uo  each  part  of  oho  road,  e.g.  Chicago  to  Grenada  36$  to 

char  ter  li  64$  i l 

(3)  Division  in  proportion  to  actual  mileage. 

(4)  Division  in  proportion  to  constructive  mileage  and  actual 
mileage, t 4. g.  Chicago  to  Dubuque  181.6  mi.,  D 

Waterloo  actual  mileage  93,  constructive  mileage  100  miles. 

(r)  Minimum  allowances  to  certain  roads,  e.g.  20$  allowed  to 
South  Chicago  regardless  of  distance. 

(6)  Arbitrary  additions  to  receipts  of  certain  roads,  e.g.  10$  to 
30$  .of  receipts  from  Sevrab-IliineiB-sfeipmeHts  Illinois  portion 
of  Illinois -Iowa  shipments  added  so  lines  west  of  Mississippi 
river. 

(7)  Arbitrary  deductions  per  passenger  or  ton,  e.g.  2/  per  ten  cwt 
and  2 rtf.  per  passenger  for  Cairo  Bridge. 

In  his  special  message  to  the  legislature  of  January  10th,  1907, 
vernor  Derieen  characterizes  the  present  system  as  follows: 'it  may  ; 
s tcvted  with  substantial  accuracy  that  in  dividing  earnings  between  the 
charter  lines  and  the  numerous  branch  and  subs diary  lire  s,  according  to 
the-  methods  now  in  vogue,  there  is  no  uniformity,  unless  it  be  that 
ie.  t*.li  cases  the  divisions  are  uniformly  made  in  such  a way  as  to  de- 
prive the  charter  lines  of  their  just  and  proper  proportion  of  the 
earnings ” . 2 • . 

Ano.  again:  Ihe  rules  for  division  of  earnings  are  subject 
oc  arbitrary  alteration's  from  tine  to  time,  and  at  at  present  in  force, 
are,  in  my  option,  unjust,  inequitable  and  illegal.”3 

• A iew  concrete  examples  will  show  the  truth  of  the  last  paragraph “f 
fi.:  freight  charges  on  tonnage  of  coal  haul. ml  from  Herrin,  Illinois,  to 
Dubuque,  Iowa,  during  October,  190T,  amounted  to  $4,8r0.02.  This  coal 
traversed  400  miles  of  the  charter  lines  and  13  miles  of  the  branch 
lines . In  the  division  of  earnings,  * 


1 

2 

% 

6 


Brier  of  the  Soate,  March,  1908,  pp.  191  to  206 
Special  Message,  January  10th,  1907,  p.  8 
Ibid. 
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The  charter  linos  were  allotted 1 $2,  r 32. 30 

The  branch  lines 2,317.72 

Upon  ohe  basis  of  mileage  rate. 

The  charter  lines  should  have  been  Hotted  4, 704. ^2 

The  branch  lines ’ 14r'.r'0"1 

The  following  tabular  statement  of  pro  rates  between  certain  im- 
portant points  further  illustrates  the  Governor's  statement: 

Chicago  CHARTER  LINES  NON- CHARTER  LINES 

t*o  Pro -Rato  Mileage  Pro-rate  Mileage 

New  Orleans  38$  40$  62$  60$ 

Jackson,  Term.  4f$  77$  rr$  23$ 

Jackson,  Miss.  34$  ro$  66$  >o$ 

Grendada,  Miss.  36$  r9$  64$  41$ 

Martin,  Term.  r3$  87$  47$  13$ 

Duo u.Q l.  ! , Iv«.  rr$  9 9$  4 r $ 1$ 

Julien,  la.  rr$  9r$  4r$  r$ 

Waterloo,  I~.  4r$  66$  rr$  34$  2 

In  addition  to  great  variations  in  the  distribution  of  gros  re- 
ceipts between  different  parts  of  the  System  the  state  claims  that  a 
number  of  other  abuses  arisen.  The  basis  of  the  claim  is  that  a 

very  considerable  proportion  c£  the  gross  receipts  of  the  Illinois  Cen- 
tj-^l  — Co.  was  nc u included,  in  the  statement  cf  earnings  subject  to 
ohe  cnarter  oax.  In  the  Bill  for  Accounting  discus  ed  later  the 
amounts  due  ircm  these  various  items  is  as  important  as  the  alleged 
mrl -adjustment  of  receipts  bet we  n charter  and  non-charter  lines. 

As  seated  in  chapter  II, prior  Oo  190"  no  attempt  was  made  by  ohe 
7 soaoe  oo  investigate  the  methods  of  accounting  purs  used  by  the  rail - 
ro^d.  _hei  o....m.j  to  be  lioOle  oicib  t that  former  executives  were  at 
dimes  neglectful  and,  naturally,  many  abuses  arose  which  constant  su- 
pervision would  have  prevented.  However,  as  outlined  above,  a thorough 
investigation  and  readjustment  cf  accounts  was  not  pos  ible  until  com- 
paratively recent  time.  Considering  the  laxity  that  often  existed  at 


J-^ssage  cf  the  Governor,  January  10th,  1907,  p.  9. 
Cf+"L~'’  lVlarch  Term,  1908,  pp.  192-206. 


Sp.i  ingi  i-'  Id.,  oho  s Lrong  political  influence  of  the  c or  pom  g ion  and  tbe 

grr>G,d  pompuat>ion  do  minimize  the  gross  receipts  subject  to  taxation  the 

l, seems  to  have  pursued  ~Xj ug o policy.  Wi  h f*  w ptio  i 

points  at  issue  between  it  and.  the  state,  as  explained  later,  are  chose 

over  which  hones t difxerence  of  opinion  exists  and  it  is  unreasonable 

do  have  expected  the  railroad,  without  pressure  from  the  state,  to  have 

subjected  to  the  special  dax  receipts  about  vhich  there  was  a question. 

That  actual  fraud  was  used  seems  equally  unlikely.  However,  both  of 

these  questions  are  ones  which  tie  courts  must  decide  and  any  opinion 

at  present  is  not  justified.  It  must  be  said  for  the  company,  though, 

bh.,.0  in  dho  recent  suit  its  officers  have  afforded  the  accountants  of 

dh  . odi.wd>..  '-'Vviy  xouCili dy  that  could  have  be  n expected  and.  in  many  ways 

helped  the  investigation  where  the  corporation  had  a right  to  question 

the  authority  cf  the  state.  On  the  whole,  the  attitude  cf  the  railroad 

is  fairly  liberal  and  while  it  does  not  intend  to  surrender  any  funds 

that  cannot  be  proved  to  belong  to  the  state  .it  is  willing  to  have  the 

question  settled  in  a way  that  is  just  to  both  parties. 1 

acts 

One  Cl  the  earliest/of  Governor  Deneen's  first  administration  was 
to  institute  an  investigation  into  the  methods  of  accounting  used  by 
the  railroad  in  connection  with  the  charter  tax.  On  December  2nd,  190- 
1UC.  F.  D.  Whipp,  institute  audit  clerk  in  tie  Governor's  office,  was 
directed  to  make  an  examination  of  the  books  and  papers  ox'  the  Central 
to  ascertain  “how  the  total  amounts  shown  in  the  statements  were  arrive 
at  and  whether  or  not  the  same  were  correct.”2  It  soon  became  apparent, 
that  a casual  investigation  would  not  suffice,  and  the  firm  of  Wilkin- 
son, Rack! to,  Williams  & Co.,  certified  public  accountants  of  Chicago, 
was  engaged  to  car  yon  a more  thorough  audit.  During  1906  $28,698.68  t 
01  the  Governor's  emergency  fund  was  expended  in  the  investigation  and 
at  the  com  encement  of  the  session  of  1907-1908  of  the  General  Assembly 

the  Governor  sent  a special  message  -ski—  - „ „ 

s s l ox  ci,u  emergency  aDDroDri - _ 

oiori  of  $100,000.00  for  the  Governor  and  $00,000.00  for  the  Attorney"*"" 


14 £ 

? ? 


-1 

General.  Tho  request  was  granted  and  the  money  has  been  expended  in 

2 

further  investigation  and  in  the  trial. 

The  first  legal  action  was  taken  at  the  February  term  of  the  Su- 
preme Court  in  1907  when  th  Attorney  General  brought  in  a bill  for 
accounting  against  the  Illinois  Central  R.R.  Co. ,3  under  the  provisions 
of  the  Constitution  of  1870  which  permitts  the  Sup:-  eme  Court  taking 
original  jurisdiction  in  cases  of  revenue  and  mandamus.4  The  case  was 
heard  at  the  April  term  on  the  technical  point  of  jurisdiction.  The 
railroad  claimed  that  the  gross  receipts  from  the  charter  tax  were  not 
i ivenue  in  the  meaning  of  the  Constitution,  while  the  Attorney  General 

r 

held  thxt  they  were.  The  Court,  acting  under  the  discretional  powers 
confer  ed  by  the  Constitution,  refused  to  take  original  jurisdiction  in 
the  suit  and  remanded  the  case  to  one  of  the  lower  courts.6 * * 

Suit  was  then  brought  in  the  Circuit  Court  of  La  Salle  County, 
sitting  in  Chancery,  at  Ottawa,  and  the  bill  c-f  complaint  of  the  state 

w-.s  presented  in  at  the  June,  1P07,  term. 7 The  case  was  hes  he 

| I • n . e 

June  and  October  terms,  at  which  oimes  the  company  presented  its  defens 

The  state  then  secured  permission  to  withdraw  its  bill  for  revision  and 
the  amended  bill  was  presented  at  the  March,  1908,  term.9 

The  previous  discus  ion^shown  many  of  the  points  at  dispute  be- 
twe  n the  state  and  company,  but  for  sake  of  clearness  the  amended  bill 
of  the  Attorney  General  as  presented  at  the  March,  1908,  term  of  the 
la  Sail e County  Court  may  be  summarized: 

After  a presentation  of  documents  relating  to  the  chartering  cf 

th.  w mpa,n/,  a statement  of  the  history  cf  its  expansion  and  the  sub- 

mis  ion  oi  the  impcr  tant  leases  ol  the  Dubuque  & Sioux  City  and  Chicago 

So.  Louis  andWew  Orleans  Lines,  the  makes  the  f allowing-  charges 

1 Special  Message  of  the  Governor,  January  10th,  1907,  p.  6. 

8 Laws^of^Ulmois,  1907,  pp.  17,  3'f.  (March  19,  1907) 
o brief  cx  the  State,  February  Term  Supreme  Court,  1907. 

4 Constitution  of  1870, 

6 SrilSToL'thT1113't^  RailrCad  (Ccpi0s  °r  I-C.R.R.  office) 

0 APni  Term,  Illinois  Supreme  Court.  do 

i3--'1  C1  P^e  State,  June,  1907,  Term. 

1 °f  “*  Copies  in  I.C.R.H.  Offi^ 


S'o 


against  ths  company  ana  demands  certain  remedies: 

(1)  From  18T9  to  190f  the  railroad  company  has  neglecued  to  list 
its  property  with  she  Atte  Auditor  cf  Pblic  accounts  as  pro- 
vided for  in  its  charter. ^ 

(2)  It  is  the  duty  cf  the  railroad  to  furnish  to  the  governor  an 
accurate  statement  of  its  gross  receipts,  but  that  "each  and 

every  statement was  falsely  and  fraudulently  made  and 

was  and  is  untrue  and  incorrect...”  2 


(5)  On.;  half  of  the  receipts  from  the  bridge  arbitraries  over  the 
Cairo  and  Dubuque  bridges  should  be  credited  to  the  charter 

lines . 


(4)  It  was  the  duty  of  the  railroad  to  divide  receip  ts  be  owe  n 
charter  and  non  charter  lines^in  an  equitable  manner,  which 
was  in  proportion  to  mileage. 

(r)  Numerous  items  involving  several  million  dollars  of  o^xes 
were  riot  included  in  the  statement  cf  gross  receipts.' 

(6)  The  Court  is  asked  to  order  a complete  and  thorough  examina- 
tion of  all  the  books  and  accounts  cf  the  corporation  relat- 
ing to  the  charter  tax . 8 


(?) 


(8) 


over 


”If,  upon  such  accounting,  it  shall  appear  that  the  defendant 
has  not  fully  accounted  for  ....the  entire  amount  which  you 
orator  was  entitled  to  receive .... "the  defendant  be  required 
"to  pay ...  whatever  balance  may  be  found  to  be  due...."' 

Court  prescribe  "sc  far  as  may  appear,.. to  be  practicable, 
a just  and  equitable  m thod  of  division  between  the  non-char- 
ter and  the  charter  lire  s of  the  defendant,  of  the  future 
gross  or  total  proceeds .. derived  from  said  non  charter  lines 
and  charter  lines,  from  pas  enger,  freight  art.  other  traffic 
transported  partly  over  said  non-charter  lire  s and  partly 
said  charter  lines,  and  also  prescribing  a suitable  method  for 
the  ke  ping  by  the  defendant  cf  its  accounts  with  respect 
thereto. ... "8 


/Ley**- 

two  primary  points  at  i 


(9)  "That  your  orator  may  have  such  other  ard  further  relief  in 
the  premises  as  equity  may  require.”53 


is  :ue  are:  (1)  What  method  of  accounting 
shall  be  adopted  for  the  division  of  system  receiptings;  (2)  what  is 
the  definition  of  the  term  "gross  proceeds  or  gross  receipts". 


1 

2 

3 

4 

v 

6 

7 

8 

8 


ate,  March  Term,  1908,  pp  l.r2  ff,  section  67  ff. 
Ibid.  If 8 ff.,  sections  70  ff. 

Ibid.,  pp  166  ff..  Sections  80  ff. 

Ibid.,  pp  190,  Section  110  ff. 

Ibid.,  pp  206  ff..  Section  13r  ff. 

Ibid.,  pp  2r 9 ff.  Section  167  ff. 

Ibid.,  pp.  261,  262 
Ibid.,  pp.  262,  265. 

Ibid.,  p.  263. 


i; 


CHAPTER  IV 


LEGAL  PRINCIPLES  INVOLVED  IN  THE  SUIT. 

From  the  legal  standpoint  the  suiu  of  the  State  of  Illinois  agains 

on;  Illinois  Central  Railroad  Company  bids  fair  bo  become  ona  of  the 

ses  i Am  j c . I her 

---o  : s ,-c  'll  . La  is  f L S Oil  < - 

state  ur  federal  officer  brought  suit  against  a private  corporation  for 
a greater  sum  than  that  involved  in  this  case  and,  perhaps,  even  the 
amount  may  be  surpased  before  the  ultimate  decision  is  reached. 

In  complexity  of  accounting  and  legal  points  involved  the  Illinois 
central  suit  is  not  outdone  by  that  against  the  Oil  Trust,  while  this 
complexity  and  the  magnitude  of  the  amounts  claimed  by  the  State  make 

L ‘ c i r i - ' m r of  future  his  ory.  Ar  Ju  Ig  • Dick!  sc 

nis  argument  at  Ottawa  humo  ly  states:  "Y  lo  or  recalls  ho  p •- 

luisy,  wher  h spoke  in  his  revi  w of  Ra  k >s  Hi*  ; }f 
th  . Pop...,  ol  the  i-iduring  nature  of  the  Catholic  church,  and  said  that 

' Ul  1 S 80  lo1  ' ■ s m ' fi  ur  - LI  it  - r 5.  ill 

"iou:oir  - ■ 2 ’avei  • from  n t Z a - mi  Lt  be  stai  ii  g • . .. 

broken  arch  of  London  bridge,  looking  upon  the  ruins  of  St.  Paul.  3e- 

CC0Unt's  shai11  0 > ii*  we  gc  i ill  field  i to 

..men  we  are  invited,  this  lawsuit  threatens  to  rival  even  the  longe- 
vity of  the  Catholic  church. ”1 

N°fe  are  th®  phyElc"l  amounts  Involved  or  the  complex  character  of 
‘ : 1™"  ' f u . F Lpi  ,a  lave  lr  - 

Stat9d  by  0PP°slne  which  when  finally  adjudicated  by  the 

SUP  of  the  Uni  S s-,f  ultimately  r.  . . . 

boo.y  -ra-y  nave  far  reaching  and  even  momentous  influence  upon  the 


Oral  Argument,,  Oct. 


8~10,  1908, 


P.  8. 


economic  and  political  history  of  boon  the  commonweal th  of  Illinoir  and 

. VT  t ■ tpl  3 S / L ; 1 • I 

In. l rr  in  uh  i d i s c us s i on . 

An  s t &ted  i;  the  previous  chap.':;  th  suit  xt  th  time  of  this 
writing.  May,  1909,  in  ponding  in  the  Circuit  Court  of  La  Sail  : County. 
The  title  is  State  of  Illinois  vs.  Illinois  Central  Railroad  Company, 
No.  1 > 718,  and  is  in  the  form  of  a Bill  of  Accounting  against  the  cor- 
poration. The  demands  of  the  Bill  are  for  a "compl  he  and  full  ac- 
counting" of  all  the  receipts  and  op  rations  of  the  Illinois  Central 
B.R.  Co.  relating  to  its  charter  lines  for  the  period  from  October  31s, 
1877  tc  the  lat  of  s uib.  This  involves  th  examination  of  the  record 
of  every  transaction  of  the  defendant  referring  to  receipts  ov  r its 
charter  lines,  the  accounts  for  which  would  fill  between  sixty  and.  se- 
venty large  freight  cars. 

5 Amended  Bill  for  Accounting  was  present  i - , e xrch,  1908, 

- October,  1908,  term,  the  ief 

tv  the  same,  as  stated  by  Juo.ge  Dickinson  "not  to  craate  delay,  but  tc 
get  down  to  the  real  points  upon  which  there  might  be  a recovery,  if 
there  are  any  such,  and  than  to  take  issue  upon  them,  and  if  there  is 
a.  ' accounting  to  be  had,  to  have  one  that  will  s Land. 1,1  go  far  the 

argument  is  upon  the  demurrer  and  upon  such  points  as  are  brought  out 
iri  the  same. 

In  so  i nr  as  possible  it  is  the  objec  t of  the  writer  to  "oate 

s tract ly  tdchj.il cal  points  i- evolve  and  ■ pres  un, — on-lv  ^ udn  ns  e,  .n  .r  vi- 
u-1  impoITvt4Luo  in  the  suit.  These  are  summarized  as  follows: 

(a)  Question  of  Pleading. 

(b)  Technical  Statement  of  Claim;  alleged  mistake  relating  to 
Live  p:  r cent  and  seven  per  cent  tax;. 

>c<  Constitution  of  1870  and  question  of  settled  accounts. 

vu;  contemporary  Construction  of  Charter. 

(e)  Question  what  are  operating  rovnues  of  corporation. 

’ ( x ) Interstate  Com,,  ere  e. 

(g)  Particular  items  in  respect  cf  which  accounting  is  sou^ho.2 


Oral  Argument  of  Judge  Dickinson,  Oct.  11-16,  1908,  p. r. 

Ibici.  pp.  1-404;  Amended  Bill  cf  Accounting,  fil  id  March  ,1908,  car 


1 

2 


WMk 


I 


f qq,;.  iili  Xgj 


fJJ'ilv  VO  VI  J 
YO  ‘V;  . i ,-P  .;  T 

■ ‘ ■ V / 

i . 1 ‘ " •- 


X oj  ' J.  £ ?g  O 0 j jii  ? • r. 
v'  . t vc  1 ' j r j r.r:  rv 

ci  o tdc  ni  • ri 

j y C L * ' . ' C Xv 


v i..i  Tit)  • . ;•  - i ; j:..-  ::  g "i  <9031  c.  Xvj.cv 


H £ iXXI  . sv  '•icriXXI  Vo  f ouB  ni 


, 8IY  t ’X  .o* 


: r . :oio  -if 


O ' 


o . ill  n,  ± i c . .a  i r x 


I L L I 


?«•  2 


■ ,i  ...  i . 


■;  -b 


. 


Oo 

Ji;X 

• 

• 

• 

0j 

130 

0. 

) vv 

■ ;xtJ 

V ■ 

r 

'.0 

1 v.  ‘ - 

• 

• :rw 

r 1 

iS 

□xA 

rtf 

r 

o.  cO  f 

iio 

. .L  \'o 

X <J  ' i 

•*> 

V J , 

p 

'• 

;jj  aoi 

C -O  O 

Hi  jXo 

* 

iUc 

! ^ 

vj 

TV 

t ‘ 

oj  ; 

*>\  rXC. 

(JO 

ai 

•.  ELCf  Jj 

# 


lc  .:  a oq  ix;  tv  V 0 3 ixl 

v-I  *-i  V'  ioq  i vtww-e — r-Xri-uJ«fc..*i 


...  • 


. J.  /I  •;  : i‘  9 ( ) 

r ; • ;VJ  * ■ . it  ' c B I.  i ■ v ‘l* 

- i J -r  : vi' 

..  v • jj  * ■ 0V8I  Vo  •(.!<.  - i-  :vot) 

. 

’-fi*  ( . 

. 1 X ( -i  t 


f>4 


On.-!  of  idle  most  important  points  presented  in  the  argument  • 

' 1 te  Ji  charact  f th  l tng.  Judge  ailb  -or  the  sta 

advanced  the  argument  that  the  land  grant  made  the  Illinois  Central  v?as 

•*  and  tl 

r tax  " 1 "•1  For  should 

jus tl fled  in  ordering  . • - , 

even  Without  alleged  evidences  of  fraud,  mistake  or  error.  In  other 
words , the  court  is  asked  to  order  a thorough  examination  of  the  cor- 
poration's records  to  see  that  no  fraud  or  error  has  taken  place,  not 
t0  i,r0VS  suoh  srror.  naturally,  this  position  would  give  the 

St  ' - ' bl  -S  ' i suit.  Bu  he  plea  of  t Sta 

goes  even  further  in  this  particular  as  is  shown  in  the  discussion  of  h 
the  item  "Contemporary  Construction".8 

In  opposition  to  this  the  Company  has  taken  the  ground  that  the 
case  is  governed  by  the  ordinary  rules  of  pleading  relating  to  con- 
tracts. This  would  force  she  State  to  show  .evidence  of  error  or  fraud 
m regard  to  each  Particular  shipment  in  question.  Moreover,  the  Com- 
pany places  itself  in  the  position  of  one  who  has  accounted  and  whose 
accounts  cannot  be  questioned  without  good  authority.3 

-m  , 0,  touts  !,  is  a strictly  technical  legal  pciht,  but  much  of 


the  success  of  the  state  depends  upon^TSSSsion.  If  it  is  fo  cod  to 
all  sge  fraud  or  error  in  . ,c;d 

^ Cl  00  i hpm  Ol  1 1 cs  c -?  r'Y'  /-  X-.  _ 

<y  x sio-  vS  oion j un.3  exp^  ns 3 

flculty  of  tl  suic  will  be  'mously  i r is  . a LI-:,  - 
o.her  hand,  if  he  can  make  a general  investigation  of  the  company's 

records  and  virtually  prescribe  a system  of  -cronnt*  - ~ K 

^ oi  otccoun^s  go  be  followed  i~ 

the  future  its  work  win  be  materially  lessened. 


1 

2 

3 

i 


Ju  "■  Gilbert  presented  the  side  of  the  q - • 

question  of  pleading  while  e h ' 13  - to 

& Se  Pickihso]  Ho  . * ras  ^ ^ by  b 


M C/T 


( b)  T jc  L Statem  j ' i 1m  of  State. 

certain 

In  its  Bill  for  Accounting  the  State  makes/claims  again-- t the 


Company  and.  demands  seven  percent  of  the  gross  receipts  or  rove  uo  sot 
forth  thar  in.  Exc  pt  Inc  L tally,  ic  me  Ltion  is  made  of  the  dif- 
ferent provisions  of  the  charter  contained  in  sections  18  and  22.1 

This  position  is  attacked  quite  strongly  by  the  Company.  Follow- 
ing the  argument  of  Judg  Dickii  son  1 thus:  T 


provides  for^a  payment  of  of  the  gross  rev 


grants,  f ranch  is  :s,  etc;  the  as  es  merit  of  the  usual  star;  taxes  upon 
property  of  the  corporation;  payment  by  the  lal  ’any  L 


between  the  ^ plus  state  taxes  and  seven  per  cent  of  the  receipts,.  If 


the  payments  made  by  the  railroad  are  not  considered  as  settled  ac- 
counts then  the  corporation  stands  upon  its  legal  rights  ard  insists 
°fl:v-  khe  full  form  of  procedure  be  gone  th  - ,u«  n ; ist,  assess- 

<r#5  :ond,  the  a;  p?  op  r >y;  3 , p-;y 

any  difference  so  that  the  to  tal  shall  art  cunt  to  seven  per  cent.  it 
t.n.  . ..<,11  eg  :s  that  th  : stat  ; merit  of  the  Bill  for  Accounting  is  wrong  in 

udao  it  does  not  mention  the  T<fa  tax,  the  payment  of  state  taxes,  and 

- - ek  ; 7cfo.  It  is  fu  cont  that  should  she 

. ourt  order  an  accounting  for  the  any  amount  that  might  be  blue  ccul  1 
not  be  collected  until  the  form  prescribed  by  the  charter  had  be  n 

i Lo>  including  a vail  is;  is  m nt  cf  th  tax  s.  Qi.  . , from 

oh.;  argument  ’’They  propose  to  collect  taxes  for  nearly  thirty  years  un- 
'L  °nis  °1-Li  • Tn  -y  have  s imply  confounded  and  confused  the  tax  fea- 
tures, and  the  accounting:  feature.  They  come  go  this  court  oc  collect, 
as  included  in  that  7%,  taxes  running  ever  a period  of  nearly  30  years 
witnout  any  assessment  and  without  any  jurisdiction  in  this  cour  t to 

collect  taxes  If  they,  had  oe.  n as  essed.  ” 2 . _ „ n , 

As  result  cf  one  negli- 


fji11/, Acc cuTting;  Oral  Argument  cf  Judge  Dickinson,  Oct.  Ilpl6 


Oi.<..,l  Argurn;  it  or.  Judge  Dickinson,  Oct.  11-16, 


ll  it 


2 


PP.  71. 


g-'>nce  on  the  part/  of  Lh  ; State  Auditors  to  ass  :ss  the  usual  state  tax  ;s 
against  the  corporation  it  is  claim -id  by  the  Company  that  amounts  oa  ■ 
the  state  or  alleged  to  be  due  through  wrong  methods  of  accounting 
could  not  b t coll  :c to/in  so  far  as  th  y relate  to  the  excess  b :yond 
' °/n  o h • rep  i-pts.  The  Company  o js  not 

tobuesti  >n  the  collecti  f h • r°h  provided  fraud  or  -error  be  shown  in 
tile  accounts,  but  it  dees  question  its  right  to  c oil  :ct  anything  over 
that  amount  since  it  must  be  determined  by  an  annual  assessment  which 

and  cannot  now  be  made.  The  Bill  for  Ac  cot 
does  not  re. late  to  the  r<fi  payment  and,  consequently,  is  should  not  be 

i 

sus  tamed. 

I o must  bn  admitted  that  the  above  argument  is  based  on  technical- 
ities, nevertheless  it  presents  grave  difficulties  to  the  collection  of 
on  ■ bi.«ck  dax  -s,  at  1 east  under  tne  present  Bill.  It  also  seems  to  in- 
dicate that  error  was  made  by  the  attorneys  for  the  State-  in  drawing  up 
theij.  d imanas  upon  the  Company.  Whether  it  will  be  sustained  or  not  it 
is  impossible  to  state,  out  at  any  rate  it  shows  a a serious,  though 
p cohaps  technical,  defect  in  the  State's  case. 

(c)  Constitution  of  1870  and  question  of  settled  accounts. 

Bcys ' ln  r':ir3r:'ing  to  the  Constitution  of  1870,  said,2  "that  f 
these  accounts  are  to  be  treated  as  settled  accounts,  only  to  be  opened 

upon  specific  charges  showi  ig  fraud,  accident  or  mistake,  then  the  ac- 
tion of  the  Governor  will  have  changed  the  contract  contrary  to  the 
provisions  of  the  ©barter  Constitution  of  1870,  in  that  a different 
kino  ci  proof  will  be  required  from  the  State  than  would  be  required  fr 
xorcing  an  accounting  not  have  the  character  of  settled  accounts".  In 
'--errs,  the  Governor  has  rio  authority  to  regard  the  accounts  as  settled, 
lx  h ' ao;:s  his  action  is  not  binding  upon  either  the  courts  or  his 
successors.  Again  quoting  from  Mr.  Boys:  "Now  my  position  is  that  if 


(See  page 87. 
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>"<cui  h id  that,  the  Governor,  trader  this  power,  whatever  it  may 
b"’  1 SeC*i0n  18’  :i  t0  «70,  have  the  right  to  sta 

|:  . thRt  ^ “U°a  P°  ' !1’  °f  hhB  Gov'-rnoi-  was  absolutely  taken  away  by 

oha,o  constitutional  provision  of  1870 • i h- . ™ 

that*  a ^ P >r  * 1 gij  . ^ 

^ h"V:!  ^ L°  in  ^ "ay  <*“«*  contract  was  absolutely  tak*n 

S Got  - 

-nt,  nor  evW  the  l .hl,,,,  coul;,  . w.  or  ^ ^ fchft  ^ 
aant  concerning  this  lawsuit  and  be  binding  upon  anybody  for  ^ ^ 
oxceptas  ^y  might  voluntarily  observe  th  settlement."1 
Judge  Dickinson  in  his  , _ 

L ..  1 a*'tenpts  t0  ^ this  argument  to 

aosuro  iov.  "The  nV'-i  ■ 

pl.-oi  i contention  is  that  it  takes  - rnnr,,: 

I ° "-5  coui-l,  ancl  that 

| he  suing  short,  Of  a court  can  ever  determine  the  finality  of  one  of 

S.....C.O.  3,0  . " ■ 

1 • Passing  unose  s9c'Lionc  • 

o ijiu.'.Lj  y I10V03?  in  i.pnrl^rv  t • *> 

w i io,.nc.ea  that  there  should  be  any 

: 

^t.  this  of  tTOo  M awa5 

10/u.j.o  ,/m,s  a lawsuit...."* 

•^h.  , examination  of  this  rj^i  nt  i - 

p^no  loads  us  directly  to  the  next. 

oonuimpariu-y  Cons  truction  of  the  Charter. 

So  i ar  as  the  back-  i-n-v 

GcuXu.s  are  c—- epe-r^nar!  >,  • 

w . . ~ u-his  point  is  psrhaps  ! 

F^st  important,  at  iaoc..  -ps  t'lie 

* le^su  the  most  intelligible  -o  -u  , 

Ithp  nr-e.  • ■ * ° o1,‘  J°  layman.  in  bri=f 

tna  position  of*  tv,',  101 

• ' Lh"  Compatly  as  follows:-  Th«  Ch-r  en 
I - «i -annual  s ^ " Provldes 

Who  h-s  -u  . accounts  to  be  submitted  to  the  Governor 

I to  examine  those  statements  and  accep  - 

■ade  thereunder  t 1 on"  Payments 

f • 1 TO  semi-annual  period  sir.ee  rP77  he  ni  • . 

Central  has  submitted  to  the  Illinois 

I - th.  Governor  the  required  statements  which 

(1  ) Oral  Areimt  > - , , -o  T 

Oral  Argument  of  ?C^08^pfi20P‘  4^121 

* T°i°-  P.  126. 

Oral  Argument.  CT  ju  Pe  Dirb-f-« 

g klliSon,  Oct.  11-16,  1908, 


PP. 259-240. 
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hnv'i  been  examin  :d  and  approved  by  him  and  the  sp.-  cif ied  payments  hav  e 
> acc  spted  by  oh  a Auditor  of  Public  Accou  .or. . v , • . 

Compg  ( ontends , those  accounts  have  been  settled  except  in  case  of 

ud,  Q,  0 D , kins  • i:  ~ 

"Our  hoi  bua.a  in  this  cas  e is  hob  that  of  one  who  has  n-  :v  .r  accounted. " 

fv. 

As  referred  bo  on  the  discussion  on  Pleading  io  is  necessary  for  the 

— show  specific  instances  of  fraud,  error  or  omission  to  justify 

invest!  >ion.  Qu  in,  "If 

oh at  these  accounts  can  be  opened  in  a proper  way,  by  proper  pleading 
iii  a chancery  court,  but  we  do  say  that  if  your  honor  gives  the  force 

i 

and  significance  oo  the  acts  of  the  Governor  that  we  claim  for  them 
they  a at  1 eas  o prima  xacie  correc  t and  thau  the  State  is  bound,  to 
th  ; same  course  of  pleading  and  prac  tice  in  chancery  as  any  other 

suitor  would  be."1 

The  argument  in  favor  of  that  view  is  scattered  throughout  the 
entire  oral  argument  of  the  company's  solicitors  and  only  a few  of  ,he 
®o~  e important  references  can  be  given. 

In  his  argument  before  the  court  in  October,  1907,  Judge  Dickinson 
scathingly  attacks  th  * position  of  the  present  Governor  in  directing 
a r ':  lamination  of  the  account  of  his  prececessors . "Never  in  this 
state  in  the  arraignments  of  any  political  party  have  any  set  of  men 

been discredited  in  the  way  this  bill  discredits  these  governors 

"2  "The  presumption  is  that  if  these  accounts  do  not  show  -every- 

lng  "uliy  upon  th  1 ' " gov  • or  - ' just  as  mt 

governors  have  now There  were  brave  men  before  Agamemnon  and  there 

were  wise  men  feefere-oin  the  state  of  Illinois  before  the  present 
L-°  * * * " % feeing  n the  hardship  or  ; x h st3 


1 

2 


Argumout  of  Judge  Dickinson,  Oct.  8-11,  1907 
-l 1 1-  - • p . oO  ■ 


p.  2P 
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li  i s . iui o is  , o injus tic  s t*o  the  prssGnL  stockholdors  of  phe  com— 

J With.  oL-hor 

P*"' !-y • ^n’!  claim  is  in  the  nature  or  a.  oux.  Tli^t-everyyirailro&ci  com- 

PO"  .,v , v<h«n  uxx  :r,  are  as?- as  wod.  and  are  paid,  in  oh  a absence  of  fraud  or 

collusion  on  the  part  of  the  tax  as  ess  or  or  soma  deception  which  must 

b;  specifically  pointed  out,  that  is  an  and  of  the  matter.  Thao  is 

o,/u. : or  ev  ry  tax  payer.  It  is  to  the  interest  of  the  public  that 

th  re-  should  be  an  end  to  such  claims.  Otherwise  there  would  be  no 

in 

qui  o,  no  s;  curioy^.  h©  business  and  there  would  be  nothing  that  would 
mo  a : blighting  pall  upon  the  ent  rpris  a p *osp 
the  public  than  to  feel  all  the  time  that  there  was  some  ghost  of  that 
soro  to  come  up  in  one  midst  of  everything  oo  injure  at  some  future 
oim  : oil  ; i ives  tment  in  the  property.  . . . 

Lauer  on  ha  quoc.es  cases  showing  that,  the  acoion  of  the  legisla- 
ture or  executive  in  tS*SzTUCh  as  t ha  one  before  .he  court  was  eon- 
si derad  final  and  that  the  courts  commonly  considered  that  a continuity 
of  such  actions  established  a precedent  for  the  future.2 

ta*i  18  up  bh:'!  m"tter  of  accounts  submitted  to  the  Governors 
he  develops  the  argument  that  they  were  capable  of  deciding  what  was  or 
’.beat  was  not  a proper  account.  "The  governor  of  Illinois  is  ex  officio 
a member  of  the  board  of  directors  of  the  Illinois  Central  Hailroad 
Company . He  has  all  of  the  powers  and  all  of  the  responsibilities  of 
- tor.  How,  why  "e  he  n - , or?  It  was  i ord 

Ithac  he  Eight  know  what  that  company  was  doing,  the  method  and  charac- 
ter of  its  Duel  : tally,  in  r gara  to  . lischarge  of  i 

-obligations  to  the  State,  Therefore  it  is  entirely  inconclusive  to 
|ay  that  the  Governor  had  no  information  except  what  was  inthose  state- 
’ H J own,  just  as 

director,  upon  whose  authority  these  settlements  were  made  with  the 


Oml  Argument  of  Judge  Dickinson,  Oct. 


8-10,  1P07,  p.3g. 


St«ai.n,  what  was  excluded  from  those  accounts.  lo  war.  his  duty  to  know 

r» 

1 

and.  ho  is  pr  'sumed  go  know Now,  upon  all  ohoso  general  ques  tion 

ox  which  the  governors  who  wer  directors  of  this  r ailroad  company  are 
presumed,  go  hav  i know:  , every  governor  of  the  State  of  Illinois  prior 
to  the  present  ine«Mfe«»Hp  administration,  back  For  thirty  years , is  ar- 
5 minis  , 

not  make  anything  else  out  of  i t.^  As  a defense  of  thei .?  coneuct  he 
shows  that  several  of  the  Governors , including  Governor  dull cm,  and  the 
I*  ■ '•  1 1 ( 1B83)  h ma  mo  r less  thorough  examinatic 

accounts  of  the  Company  and.  if  they  did  not  make  these  investigations 
-very  six  months  they  had  reasons  of  their  own  which  were  at  least  suf- 
Ll'  . ^ He  f s it  iVoul  b 

to  claim  that  the  accounts  referred  to  'j/L  in  the  charter  meant  every 
record  of  '.very  shipment  passing  over  the  charter  lines.  A semi-annual 
examination  of  these  would  be  exceedingly  difficult  and,  therefore,  it 
is  j.  =as  Gj.  latol  e to  suppose  that  the  executives  could  use  their  discretion 
in  asking  for  what  reports  from  the  corporation  they  thought  best.4 

It  must  be  admitted  that  the  Company  makes  a very  strong  case  and 
0’._  . wh,ich  has  justifies  »tio  than  re  technical  legal  views oi 

Ivy  must  also  b ; admix. g ;q.  that  the  State  sof  ar  in  the  orial  has  not 
u , ucp  -.d  a strong  rebuttal  argument.  Its  two  main  contentions  hav' 
b :..e  ref  rred  to  before.  The  first  is  the  point  advanced  by  Majer-Wid- 
Judge  Gilbert  that  the  charter  of  IB"!  makes  the  Illinois  Central  a 
" "n':  Styatie  is , t h r , jus  tifi  d I mi  L - ? 

exhaustive  account  of  the  stewardship,  net  only  for  the  present  but  for 
ail  previous  years.  Second,  it  is  alleged  that  the  ccns titutional  pro- 
vision of  1870  makes  it  impossible  for  the  legisliGure  or  executive  to 
make  any  s ;g element  which  will  be  binding  upon  the  State.  A ohird 
point  has  been  hint  d,  viz.  thro  the  gross  receipts  tax  is  a tax  in  all 

Oco.  11-16,  1908,  p.  10. 


Ox  Argument  of  Judge  Dickinson, 

Ibid.  pp.  16,17; 

Ibid.,  pp.  SfO-2 
Ibid,  above,  als 


? Ibid.  pp.  16,17; 

b Ibid.,  pp.  2r  0-261 . 

■so  PP-  261-264. 
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re&pac  s 0 d,  in  consequence,  Would  not  be  subject  to  he  statu 
.ions.  Inferential ly  the  tax  was  ass 
gross  revenue  of  the  charter  lines  determined  according  to  a correct 
basis  and  If  not  paid  by  the  railroad  should  be  regarded  in  the  same 
light  as  any  other  assessed  oaxes  which  had  never  be  n pain.  So  far, 
however,  this  last  and  perhaps  st’rc  ges 

coptad  on  account  of  the  many  compile  at  ions  invol/  ed  in  io.l 

firS*»  points  01  tai  th  s jss  >1  tials  r lati  g tc  „■ 

- the  back  taxes.  So  . • 1 ^ 

s ef -.ms  that  the  state  has  pursposoly  concealed  ius  hand  or  else  has  mad' 
many  serious  and  possibly  fatal  errors  in  the  presentation  of  its  case. 
At  a :y  7 L * lji  disinterested  observe*  mur- 1 acknowl  ?dge  tha  Rs 

v;ay  Company  has  more  than  held  its  own  in  both  the  strictly  technical 
questions  and  in  the  broader  aspects  of  the  suit. 

( ) ! -7Xij  matter  of  dispute  with  which  we  are  concerned  re- 

- t > o f U . m C *0S £ R c i;p  ,B  . Th  111 : ; - 

tral,  contends  that  this  includes  merely  the  actual  cash  receipts  from 
operation  &f  the  charter  lines,  that  is,  all  revenue  from  investments 
perations  j co  ted  fit  iat  port!  . o syE  ..  » v 

0bt,ai:  oy  the  llllnolE  < - R.R.  Co.  - b-Jet  t t > th  v. 

T Cl" of  th  s s • ir-  0 - - ' - d)  St  im  - , . iimc 

UJ-.L  i.^w  iabl Sj  far  as  it  may  b a suamarized  at  all  it  is  that,  the 

“ ®r°SS  Rfecelp'  S COT3rs  i - Avenue  g the  Iliinoi  o oal 
R.R.  Cq.  !ar:  . off  of.  :1  . i - . . . r . 

for  the  use  of  charter  facilities  by  non-charter  lines. 

App  y s ' * le  t,  *8  of  t 

ErJCi  Cl“lm  f0r  “S  8*5>afc  a revenue  as  possible  has  developed  certain 

inconsistencies  in  its  argument,  as  is  shown  in  the  rebuttal  of  the 

d.^f  mdc^il  tj . This  do  !S  'iO’t  i?lf '*T*  np — w-,v,  , 

.r,  However,  ohao  the  conteiitio  i of  oho 

latter  party  is  correct.  The  1 00- 1 ,• ...  „ 

* uti --pro  tat  ion  of  the  meaning  of 
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the  charter  is  a mat  u-  r that  mus t be  left  go  the  court,  r« inc e there  is 
li  ttl  pr  c . t to  be  followed.  FuthV  crmor a , chapter  V of  this  mono- 
graph  is  devoted  to  the  i ntorpr e ta  t io  u or  the  charter  from  the  accouut- 
i j ig  side  axirl  it  is  unneces  ary  to  repeat  the  argume- 1 in  thir  pi ace • 

(f)  Interstate  Commerc  • . 

Of  much  gr  it  ? interest  an d importance  than  the  preceding  points 
at  leaso  from  the  Stai  tpoia  t f g *al  legal  theory,  is  the  matter  of 
Interstate  Commerce.  The  constitutionality  of  the  tax,  or  rather  th 
fcax  0 interstate  business  of  the  corporation.,  is  attacked  by  the  so- 
licitors of  the  defendant  on  the  ground  that  the  charter  tax  is  an  in- 
fringment  on  the,  regulation  of  inters  tat  i commerce.  The  plea  of  Judge 
0:  ’ :-r  ■ ->  !y  one  so  haj  a:  gu 

part  of  the  suit,  may  be  summarazied  in  the  following  words: 

A-l  - ■ oi  i io  d f I j Di?  Vi  , s ’ , • 

author iz.  s uhe  company  to  carry  on  interstate  business  he  says,  "I  is 
in  con  action  with  ohis  manifest  pur-pose  thus  declared  by  the  Sunr  nr 
w^La.  l-  of  the  Uni  States,  that  I will  mp  ize  la  r i 

U S 3 zt  11  li'  lr  • ff  , e or  'o  ne 

regulate  such  interstate  com  erce  by  the  imposition  of  a tax  whether 

Direct  or  in  commuted  form,  which  compels  the  company  to  account,  item 
by  item,  for  a percentage  of  the  money  derived  from  the  carriage  of 
: * r .-1  The  Stoat  3 m s a cco  a i g itei  ■ L m 

for  the  revenue  of  the  corporation  derived  from  interstate  commerce. 
me  n';V  Per  c ***  16  * 1 ivory  s nse,  a t Upo  jr  s 

' " ' 1 3 0:'  ' i:  ?-s  ta t . Th  suprei 

United-States  has  h Id  hat  th 5 levyii  g ' x on 

inters ta  - ag  ^ ev  - • ^ ' - riv  from  ii  t rs  - , ttix 

*S  " Ul“  :C°  0GX  3,11(1  not  3,8  0110  representation  of  a tax  on  property  is 

““  : 1 iQ1  -1*  Thur  th'e  - * sev  n per  cent  tax  Upon  the 


Or-al  Argument  of  Judge  Dickinson,  Oc.  ll-16,  1908,  p.  lg2> 


revenue  of  th  Illi  oia  . -.1  r.r.  ierived  from  interstate  b 

•:r>r>  by  th> : S tat  ; of  Illinois  is  a violation  of  the  commerc e clause  of 
' -I  cons  ti  tut  ion.  No)?  is  the  qu  stic  ff  , 

ohm,  the  arra  m it  b tw  th  State  ard  the  Company  is  a coi 
A State  cannot  do  by  contract  - igreei&ei  t what  it  has  no  right  to  do 
legally  by  statute^  In  other  words  the  Illinois  Central  R.R.  Cc.  in 

L g i,o  pny  to  the  State  seven  ms?  p jnt  of  the  gross  receipts  from 
interstate  business  contracted  00  perform  an  act  which  was  repugnai  t «,o 
on- : 1 constitution  and  Lu  wtaald  be  ultra  vires  for  the  stat 

cnUeot.  Therpfqre,  th®  only  reyenue  #e  of  the  Illinois  Central  sub- 
j a- v,  to  the  charter  tax  is  that  derived  from  shipments  moving  entirely 
wi thin  the  com  orrweal oh. 

Such  3 i,  if  sustai  by  le  Suj  . Uni 

SU»l.  :s,  ..  juL  reduce  the  charter  oax  to  comparatively  insignificant, 

SP0  10  s*  As  !j  « * ' »s  "How,  it,  maj  b ; ■ 

lte  e - - 1 led#  It  may  b .-  aliz 

i:i  ' ministration;  a a » 

b:  that  the  Illinois  Central  Railroad  Company  may,  instead  of  erect  tag 

UP°n  ^ of  «tv  Bunleith  , , h .n  ine  bridge,  moi  - 

urn  ate  uo  the  god  SwiSsiib,  : - a monument  com  smorativa  of  , ..  _ 

deplored  memory  of  a perc  itage  upon  on  bra:  spartation  of  int  « 


s in  the  ;1  . . . . Cleveland,  has  gc 


uo  a 


’state  of  in  ocuous  desuetude".^ 


fp/ 


’°  dlSCUSr'  **"  auesbion  rully  would  require  much  more  space  than 
tlrrt  given  to  this  entire  monograph  and  only  the  important  points  e.t 
Issue  can  be  touched  upon. 

L 53 *'  9 Him  - v f t j . v ■ - 

presented  the  somewhat  novel  claim  „hat  the  tax  was  not  a burden  to 
jLnt e_stat".  commerce  since  the  charter  did  not  au in  oriza  the  corporation 


^ Ox  al  Argument  of  Juupe  Diski  -ic „ . . 

2 Ibid.,  P;  g DlCkllSOj1^  0c-  1908,  pp.l21-23r • 
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change  mofe  thai  a reasthable  rate,  ie.  add  the  tax  to  the  usual  or 
1)1  1 " i so  long  as  the  tax  did  lot  increase  the  int  •* 

rao  : to  an  amount  that  Was  unreas dnabl e it  did  not  affect  inter,?, t 
^ ^ ' fords,  conte  is  that  the  tax  mus  come  ju.0  of 

oh,-;  pockets  of  uhe  soockholonrs  and  will  noo  imp  os  upon  shippers  or 
p;:„ s e rig  err.  an  ad d i ^ i o na  1 b urd e : . ■*- 

I reply  Judge  Dickinson  shows  that  wherever  oh  Sup."  ;m  Jourt 
poured  upon  this  question  there  has  been  no  contention  that  the  taxes 
in  aisPute  wer:;  an  •xtra  or  additional  charge  imposed  upon  the  shipper, 
°Ub  taU  • : y ' ‘ ■ ' P j’C el  of  th  rate.  As  in  several  otl 

ifistanc  a tlie  advant  ge  in  argument  seems  to  lie  with  the  defendant. 

H • e m ..  ; whe  io  ■ piy  a____L  . _ 

tuition  of  this  point,  does  not  meet  the  real  is  ue.  Nagle c ing  legal 
technicalities  one  suit  presents  fairly  and  squarely  the  question  wha- 
oner  a state  in  the  exercise  of  ios  taxing  prerogatives  and  imposing 

th  . tax  pui ... ly  l or  revenue  purposes  has  authority  under  the  constitu- 

%i  11  1 s > lay  ' g ; . 

passing  - b<  u3  paries  ; sta  . As 

ySM>  Uh3  answer  of  the  Sup-  , as  Court  oo  such  a question  has  now  been 

cl  ar  and  unmistakable. 

Pr°m  ** 1 standpoint  Sts  >,  it  Is  ur f m*  ata  l n_ 

1^“QiS  -r  ■"-1  charier  is  w&STSa  In  whe  way  It  Is.  The  fiv  perci  rum 

P°S  tlre  ' ' P - - e.  is,  e ou 

cnisa  or  bus ins ss  wax  placed  upon  every  dollar  of  revenue  derived  by 
L-ee  charier  lines  el  .her  from  intra-  or  from  inter-state  conferee. 

*hil°  “ ’baX  °r  bh'""  na:oure  ls  not  harmful  In  itself  io  presents  an  op- 
oui.iwy  w,  oowte  regulation  of  inter-state  business  since,  in  the 

D L'f  Justlc  ! 'eell,  -the  PC  - r . tax  r power  to  da- 


Or-.i  Argument  of  Major  Widmer,  Oct.  1S08,  p97. 
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s troy  • If  or : s«  can  lay  a oax  of  seven  js*  cc  [ , tl 
oi  inwrG tau : business  i o can  lay  a Lax  of  f if  oy  or  a hundred  pe r con o 
upon  oil  a same  and  thereby  evade  the  purposes  and  intentions  of  oho 
commerce  clause  -of  oha  constitution.  Now,  the  charter  tax  of  the  II- 
lihois  Central  in  and  of  itself  is  harmlas  . ?n ough . It  is  the  fulfil- 
u r,Gl  :lr-'-  co".or:.-vC « a a tor  , L to  bet  : • road  and  '.ha  state 

i11  c 1 ■ - ; *atio  oi  valuabl  u t£  Bade  the  former.  For  that  r 
i 0 l;-'  ' jus  t 1 3 Stat  to  have  the  tax  declar  1 voi  £ i 

Company  has  already  received  and  disposed  of  its  part  of  the  considera- 
tion* -a  ever  the  less,  in  view  of  ohe  continued  tendency  of  the  Sup"  ome 
Couro  oo  widen  'the  interpretation  of  oha  commerce  clause  and  to  declare 
unccnsci tuoional  state  acts  which  threaten  to  entrench  upon  commerce 
passing  o- tween  th  states  i*  there  is  strong  probability  h at  chat 
p^uo  of  the  tax  relating  to  .inter-state  shipments  will  be  held  invalid, 
(g)  The  remaining  questions  involved  in  the  suit  relate  to  minor 

' ' ular  voimz , i.g.  tl  . rp 

bri°ea  corrorac^s  °r  Central  and  such  considerations.  Paro  of  ohem 
are  technical  in  nature  and  the  remainder  are  contained  to  a greater  or 
less  extent  in  the  more  general  problems.  Those  that  are  of  importance 

1T  ;°h€  ' ot  ^oss  rev  nu  subj  ct  ta  1 har  7 tax  Till 

be  discussed  later  on. 

tt-.  doiapauy-on  c bill  al  ttu-j  Ui^shhoJLa -or  0H5  ism 


CHAPTER  Vi 3r. 

THE  DETERlvIIKATION  OF  GROSS  RECEIPTS  SUBJECT  TO  THE  CHARTER  TAX. 


Thn  second  or  the  three  divisions  into  which  the  discussion  is 
divided  relates  to  the  determination  of  what  gross*  receipts  are  subject 
to  the  charter  tax,  the  question  of  a proper  method  of  pro  rating  the 

b0C,ween  barter  and  non-charter  roads  being  taken  up  in  Chapter, «j 

VI-H-  and  IX. 

In  discussing  this  part  of  the  suit  the  best  method  se  ms  to  be  to 
ascertain  first  of  all  the  general  principles  underlying  a classifica- 
tion of  gross  receipts  and  then  criticize  the  individual  items  from 
that  standpoint.  The  primary  consideration  in  tie  treatment  are  those 
of  economics  and  accounting,  but  the  legal  elements  are  so  closely  in- 
termixed with  the  other  factors  that  the  writer  is  forced  to  consider 
tnat  side  cf  the  question,  though  with  feestigati  hesitation.  Many  of 
the  points  are  so  involved  that  any  decision  is  difficult  and  may  seem 
dogmatic.  However,  it  is  the  writer's  intention  to  avoid  such  a result 
The  provisions  of  the  charter,  though  perfectly  clear  at  the  time, 
0.0  not  set  ole  the  difficulty.  In  section  18  the  wording  is  "five  per 
centum  on  the  gross  or  total  proceeds,  receipts  or  income  derived  from 
said  road  and  branches  . . . . "1  Section  22  reads:  "in  case  the  r per 
° ~ Provided  to  bo  paid  into  the  State  treasury,  a 

P'-id  by  she  corporation  do  not  amount  to  7 per  cent  of  the  gross 
°r  total  proceeds,  receipts  or  income,  then  the  said  company  shall  pay 
into  the  State  treasury  the  difference  so  as  to  make  one  whole  amount 
paia  equal  at  least  to  seven  per  cent  of  the  gross  receipts  of  said 
corporation. ”2 

1 Charter,  Section  18 

2 Ibid.,  Section  22. 


In  the  first,  instance  the  wording  is  "receipts  from  said  road”  and  in 
c,h.:  second  "gross  receipts  of  said  corporation".  There  is  a isti 
difference  between  the  two,  which  will  be  referred  go  later. 

In  determihg  what  the  receipts  of  the  corporation  are  we  must 
find  out  what  its  powers  are.  Section  1 of  the  Charter,  after  provi- 
ding for  the  corporate  powers  of  the  promoters  states  that  the  company 
is  "hereby  invested  with  all  the  powers,  privileges,  immunities  and 
franchises,  andof  acquiring,  by  purchase  or  otherwise,  and  of  holding 
and  com  eying,  real  and  personal  estate  which  may  be  needful  to  carry 
into  effect  fully  the  purposes  and  objects  of  this  Act."  Section  2 
supplements  this  as  follows:  "The  said  corporation  is  hereby  authorized 
and  empowered  to  survey,  locate,  construct,  complete,  alter,  maintain 
and  operate  a railroad,  ui'th  one  or  more  tracks,  or  lines  of  rails,  fr 
from  the  southern  terminus  of  the  Illinois  and  Michigan  canal,  to  a 
point  at  the  city  of  Cairo,  with  a branch  of  the  same  to  the  city  of 
Chicago,  on  Lake  Michigan;  and  also  a branch,  via  the  city  of  Galena, 
co  cv  point  on  the  Mississippi  river,  opposite  the  town  of  Dubuque,  in 
the  state  of  Iowa."  Section  27  provides  that  "This  Act... shall  be 
j.a,vorably  construed  for  all  purposes  therein  expressed...." 

As  stated  in  chapter  II  the  Supreme  Court,  in  the  case  if  I.C.R.R. 
vs.  I-l via,  lias  passed  upon  the  powers  of  the  corporation.  That  inter- 
pretation may  be  repeated: 

objeco  of  creating  appelant  and  corporation  was  to  construct 
“"G  ap/iaoe  a railroad  through  the  central  part  cf  the  state  Th* 

SeteX1 ’ed  UP°n  ^ "s  urvey  , locate,  construct, 

c^mpl  -te,  a.1  ter  maintain  ana  operate  a railroad  from  the  southern 

Cairo^with  ^ Michigan  canal,  to  a point  at  Sf!  city  of 

chic-h.  "h?  thd10?  01  if®  Sam“  tC  th'’3  Ci0y  ot  ChicE-g°>  on  Lake  Mi- 
,V(:g7  ’ anQ.aiso  branch,  via  the  city  cf  Galena,  to  a point  on  th~ 

Autho-itv  f,V  r’  0P;°Sit'8  Gte  t0Vm  °r  Dubuclue>  in  the  state  of  iowa.»Ho 
given  tc  construct  other  lines  of  railway  or  to  engage  in 

bdoSn-f--u?fdt9riiVo  ,otharwfaa  oh-n  by  lines  of  railway  author! fed  V 
o conducted.  Every  section  oc  the  act  relates  to  the  accomplishment 

cert^or?-MenSeff  ^ 0tter‘  16  aid  in  it  that  ^ 

by  tte  ISS  sechon?"3  "**  " * «*•  State  and  option  granted 

Th.n  referring  go  exemption  from  taxation  the  court  continues: 


"Th  ; taxes,  then,  from  the  payment  of  which  oho  Legisla  . - in - 
tended  to  relieve  appelant  could  have  been  only  the  oaxes  which  it  an  a 
laili .ad  corporation  would  be  otherwise  liable  oo  pay  upon  its  property 
acquired  for  the  prosecution  of  its  business  in  constructing  and  opera- 
ting this  line  of  road.  None  other  could  have  been  contemplated  for  d 
the  plain  reason  that  it  was  not  intended  that  any  other  business  shoul 
be  engaged  in.  And  it  is  a familiar  rule  of  construction  that  a cor- 
p Cx'xndL onphra os onh  powers  only  as  are  specifically  granted  by  its  act 
01  incorporation  or  are  necessary  for  the  purposes  of  carrying  into  ef- 
fect those  powers.  It  surely  needs  no  argument  to  prove  that  steam- 
boats are  not  railroad  property  or  that  the  right  of  carrying  by  rail 
does  not  include,  as  a necessary  incident,  to  carry  by  water....... 

, business  prosperity  of  appelant  is  greatly*  pro - 


its  ownership  and  u? 


moted  and  the  public  'convenience  subserved  by 

Niis  boat.  So  too  it  might  be  by  lines  of  stage  coaches  or  by  con- 
stxucting  canals  and  other  lines  of  railway  to  connect  with  its  lines 
01  road  at  such  convenient  points  as  would  enable  it  to  draw  to  itself 
the  ireight  and  travel  of  the  -country  for  many  miles  east  and  we s t : 7 
y--t  it  Koula  not  be  claimed  that,  thereforex,  such  enterprises  are 
within  tne  powers  conferred  by  appel ant's  charter  or  that  property  so  t 
employed  is  within  the  contemplation  of  the  legislature  in  the  enactmen 
kjx  the  section  under  consideration. 

u„or]  GPUO  ^n^uiry  tc  b8  in  rr;g-rd  oo  property  acquired  and 

Uo.  u oy  -.pp--lo,no  ana  claimoa  to  be  exempt  from  taxation  as  was  held  in 
u.  similar  case  in  New  Jersey  (State  vs  Newwark  2 Suchler  120)  "Thr 
riBcessary  franchises  of  a railroad  and  transportation  company  are  one 
hing^nd  other  franchises  which  may  be  convenient  mens*  means  of  in- 
creasing the  dues  and  profits  of  the  company  are  another  thing.”! 

The  decision  of  ohe  Court  is  clear  and  explicit.  The  Illinois 

Central  T.R.Cc.  has  only  such  powers  under  its  charter  of  February  10th 

18^1,  as  are  necessary  to  the  railroad  operations  of  the  charter  lines. 

What  further  rights  it  exxercises,  e.g.  lease  of  subsidiary  roads,  are 

au thorn  zed  not  by  its  charter  by  ohe  general  railway  laws  of  the  state 

cm  Illinois,  particularly  the  Act  of  February  12 oh,  18rr.  The  wording 

is : 

law.  C°fp??1v!S  incorPcratec!  or  organized  under the 

1 C1  0/118  State,  shall  have  power  to  make  such  c '■ntr-'- -t c 

men With  each  other,  and  with  railroad  coroorStio^  c?  otter  sta?e^S 

contract  ?fr°-4US;^ei,'hTr  or  any  part  thereof;  ‘att  also  to 

x^irife  lriuo  exxeco  one  object  of  this  Act”2 


Kie  Attorney  General  admits  %s  portion  in  his  brief  before 
Salle  Circuit  Court  in  the  f o^S^wing  word:- 


he  La- 


1 

2 


I.C.R.R.  vs  Imn,  72  I11.4r4,  4rr 
Laws  of  18-FT,  p.  C04. 


7 
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Th.i  Attorney  General  in  his  brief  for  the  State  before  the  La 
Salle  Circu  i t .Court  admits  thi^contention: 

Cllly  li^P  s ox  railroad  which  the  defendant,  under  its  charter 
u,nc.  the  said  amendments  thereto,  was  authorized  or  empowered  oc  build 

°F1  or  operat.  were  its  charter  lines  and  the' 

Line’  "Th"^  ^bcu°  the  year  1077  ,h  - 

roricluwio,  jth.  Illinois  Central  Railroad  Company,  assuming  to  act  under 
the  general  statutes  of  the  State- of  Illinois,  began  extensively  and 
systematically  tg  build,  purchase  and  otherwise  acquire  other  lines  of 

The  conclusions  orawn  from  the  quotations  cited  above  should  not 
be  too  general.  In  the  first  place  .the  case  is  one  of  exemption  from 
taxation  not  of  revenue  subject  to  taxation.  How  it  is  a familiar  rule 
ox  court  procedure  that  in.  case  of  doubt  in  a question  of  taxation  or 
revenue  a decision  shall  be  made  in  favor  of  the  State,  & i.e.  exemp- 
tion irom  taxation  is  limited  to  a strict  interpretation  of  she  law, 

while  m c ses  of  revenue  the  statute  or  act  shall  be  interpreted  li- 

<5 

berally.  This  loaves  room  for  possible  difference  in  ruling  in  a -as« 
Involving  i avenue  chan  was  applied  in  the  exemption  cases.  However, 
where  the  property  ±*  exempt  from  taxation  and  the  property  the  revenue 
from  which  is  subject  to  a special  tax  are  the  same  it  is  difficult  to 
see  how  the  court  can  make,  a distinction  between  tie  two  without  re- 
versing or  overruling  I.C.R.B.  vs  Irvin.  It  is  only  in  rare  incidents 
that  the  Supreme  Court  actually  reverses  a former  decision  and  since 
the  0.1  eta  in  the  case  cited  correspond  to  dicta  of  the  federal  Supreme 
Court  and  the  Supreme  Courts  of  other  state  we  may  reasonably  suppose 

.that  a similar  or  analagous  decision  will  be  given  In  a purely  revenue 
case.4 

moreover,  from  the  wording  of  the  charter  the  thre-  factors,  pro- 
poxty  exempt  irom  local  taxation,  property  subjeefe-te  listed  with  the 


2 |llf,°p.XSstctlo“  T°rm’  1908>  P-  44’  s"ctlon  16- 


^ dU'.iG  c n.  Law  of  Taxation,  chapuG 


Ibid. 


PP 


ICO 


Auditor  of  Public  Accounts  and  subjected,  to  the  ordinary  state  tax,  and 
property  the  revenue  from  vftiich  is  subjected  to  the  seven  per  cent 
gross  receipts  must  be  one  and  the  same.  In  Neustadt  vs  I.C.R.R.  the 
court  held: 

"In  consideration  of  the  undertaking  of  the  company  to  construct 
a great  thoroughfare  which  should  involve  the  expenditure  of  millions 
and  which  was  an  experiment  and  seven  per  cent  of  the  gros  amount  of 
its  receipts  or  income  to  be  paid  as  to  the  state  the  company  was  re- 
lieved from  the';  payment  of  other  state  taxes  to  be  assessed  as  provided 
m this  section.  (22)  1 2 3 

Therefore,  with  out  a specific  decision  of  the  court  to  the  contrary,  it 
may  be  oaken  for  granted  that  exemption  of  p?  operty  from  local  taxation 
and -subjection  of  revenue  from  property  to  the  special  tax  arecoinci- 
deiib.  In  other  words,  all  property  the  revenue  from  which  is  subject 
to  the  seven  per  cent  tax  is  exempt  from  ordinary  taxation,  while,  con- 
versely, only  such  property  as  is  benefited  by  such  exemption  should 
pay  the  special  gross  receipts  tax. 2 

The  second  co  nsideration  to  be  taken  into  account  in  the  court  de- 

decisions  quoted  above  is  their  specific  nature.  I.C.R.R.  vs  Irvin 
subjecteo 

exemg=r. particular  boa o or  at  most  line  of  boats  plying  from  Cairo 
tc  Columbus,  Ky.,  to  local  taxation;  Gilkerscn  vs  Brown  excluded  from 
exemption  certain  grain  elevators  in  Chicago,  etc.  The  remain! er  of 
the  decisions  is  merely  obiter  dicta  and  while  fairly  conclusive  proof 
ox  what  the  court  will  decide  in  analagous  cases  the  facts  at  issue  may 
neces  iuate  a radically  different  interpretation. 3 

In  line  with  this  second  point  it  should  be  noted  that  the  wording 
ln  I*"*R*R‘  vs  Irv;Ln  relates  to  operations  of  the  railroad  beyond  the 
right  ci  way.  The  ferry  boat  in  question  was  plying  between  points  22 
miles  distant  and  might  be  regarded  as  analagous  to  a fe  der  line  of 
that  length.  The  examples  quoted  by  the  com  t also  relate  to  such 


1 iv-.ustu.at  vs.  I.C.R.R.  si  in.  48 r,  cf.  Chapter  II,  pp. 

2 Cf . Chapter  II,  pp.  ’ ^ 

3 Cf. 


to  M 
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undertakings,  e.g.  canals,  stage  coaches,  etc.  It  is  only  by  infer- 
ence, therefore,  that  the  decision  can  be  construed  as  affecting  opera- 
tions Carrie  a on  by  Lhe  railway  on  its  right  of  way.  In  other  words 
the  decision  states  that  the  charter  of  the  Illinois  Central  R.R.  Co. 
is  a charter  tc  carry  on  railroad  operations  over  a stecific  piece  of 
line  and  since  authority  to  carry  on  non— railroad  operations  is  net 
specifically  granted  such  powers  cannot  be  construed  into  the  charter 
by  the  judiciary.  Examining  the  decision  in  the  light  of  other  court 
decisions  of  similar  statutes  of  this  or  other  states  it  seems  clear 
th^t  the  object  Ol  the  Court  was  tc  confine  the  operations  cf  the  rail - 
x o^d  to  only  such  operations  as  were  cc;  mrnonly  practiced  by  transporta- 
tion companies  carrying  goods  by  rail  and  were  strictly  incident  to 
such  business.  This  matter  will  be  discussed  more  fully  in  succeedirg 
pages,  but  the  following  illustration  may  be  considered  correct:  The 
Illinois  Central  R.R.  Co.  is  authorized  to  own  and  use  a wharf  boat  at 

Ceij.  o -L  Ox-  transferring  passengers  and  freight,  but  is  not  empowered  to 

^ 1 

x-un  a lerry  boat.  Likewise  it  could  own  and  operate  sle  ping  cars  or 
note Is  on  its  line  for  the  ac  omodation  of  its  passengers,  but  could 
nco,  under  ids  charter,  construct  and  manage  a hotel  at  the  corner  of 
State  and  Madison,  for  instance,  in  Chicago,  for  general  travellers, 
even  oheugh  such  a service  might  materially  increase  the  busines  of 

its  system.2* 

Ii  the  conclusions  reached  in  the  proceeding  pages  are  correct  we 
may  divide  the  Illinois  Central  Railroad  Company  into  two  corporations. 
The  first, chartered  under  special  Act  of  February  10th,  18fl,  has  power 
tc  construct  ana^ operate  a line  of  railroad  from  E.  Dubuque  tc  Cairo 
ana  from  Centraj/to  Chicago,  nothing  else.  Those  operations  are  limi- 
tea  to  the  carrying  of  freight  and  passengers  between  stations  on  that 

I.C.R.R.  vs.  Irvin,  73  111.  4ff 
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piece  of  road  and  to  such  other  x business  as  if  is  purely  incidental  Pc 
the  proper  and  efficient  fulfillment  of  -those  services.  This  includes 
’’holding  and  conveying,  real  and  personal  estate  which  may  be  neeful 

1 

to  carry  into  effect  fully  the  pur-poses  and  objects  of"  the  charter. 

The  other  corporation  is  one  brought  into  being  by  the  General 
Railway  Act  of  18ff  and  all  subsequent  railway  laws  of  the  State.  It 
has  authority  to  construct,  lease,  acquire  and  operate  such  lines  as  it 
■ subject  to  the  laws  in  question;  to  hold  real  and  personal 

estate  necessary  for  the  proper  execution  of  ttose  powers;  and  to  car- 
ry on  all  other  operations  authorized  by  the  various  state  acts  and 

0 

statutes  or  by  special  charters.  It  is  under  this  authority  that  the 
Illinois  Central  Railroad  Company  is  operating  its  subsidiary  roads  and 
is  holding  the  securities  of  those  corporations  rrcesrary  for  control.2 

So  far  as  the  writer  can  judge  from  the  briefs  ofthe  State  and  of 
the  Rooilx-oad  (fc  mpany  both  parties  to  the  suit  have  accepted  this  inter- 


pretation of  the  Charter  of  18'"  1.  Exception  might  be  made  to  the 
right  of  the  Illinois  Central  to  make  investments  (Cf.  pp  ),  but 
after  all  this  is  merely  a difference  in  interpretation  of  the  princi- 
ples advanced  above.  In  this  and  other  points  the  railroad  has  taken 
a nax ro w view  of  the  charter,  while  the  state  has  construed  it  more  li- 
berally. In  going  into  the  discussion  as  fully  as  he  has  the  writer 
is  attempting  to  clear  up  doubtful  points  and  place  the  opposing  views 
un  a comparable  basis.  It  is,  of  course,  admitted  by  both  sides  that 
only  such  revenue  as  comes  from  operations  authorized  by  the  charter  of 
18^3.  is  or  should  be  subject  to  the  seven  per  cent  tax. 

Is  is  now  necessary  to  determine,  at  least  so  far  as  pos  ible, 
what  operations  are  those  of  a railroad  corporation  or  strictly  incid- 
ental thereto.  The  discussion  is  confined  to  "Income  from  .and  incident 
ox  Operation",  while  "Income  from  Investments"  is  taken  up  later.2 


1 Charter,  section  1. 

Railway  Laws  cf  Illinois,  R.R.&W.  Com.  Report,  pp.  r 89-679 

3 pp. 
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By  its  char tor  and  tho  laws  of  Illinois  the  Illinois  Central  Rail- 
road Company  proper  is  authorized,  to  ” operate  a railroad ... "1  and  has 

powers  "for  the  transportation  upon  the  same  of  persons,  goods,  wares 

2 

and  merchandise...."  The  General  Incorporation  Act  of  May  11,  1877, 
empowers  railroads  incorporated  thereby  to  "receive  and  convey  persons 
and  property  on  its  railway,  by  the  power  and  force  of  steam  or  animals 
or  by  any  mechanical  power."3  No  iUrther  definition  of  the  word 
"operate"  is  found  in  the  statutes  of  the  State.  Under  these  powers 
the  corporation  has  or  is  now  carrying  on  operations  of  various  kinds. 
In  she  absence  of  specific  legislation  or  court  decisions  t.  the  con- 
trary it  may  be  assumed  that  the  Illinois  Central  R.R.  Co.,  under  ins 
charter,  has  power  to  carry  on  such  undertakings  as  are  commonly  under- 
taken by  the  railroads  of  the  country  when  uhey  relate  to  "ohe  trans- 


portation ....of  persons,  goods,  wares  and  merchandise",  provided  such 
services  are  confined  to  the  mileage  constructed  under  the  charter.  In 
its  Classification  of  Operating  Revenues  the  Interstate  Commerce  Com— 
i n,  &uCting  under  authority  of  the  Hepburn  Act,  has  p?  escribed  ac- 
counts f Ox'  the  operations  of  interstate  railways  whi-ch  are  supposed  to 
include  all  strictly  rail  operations.4  This  classification  has  be  n 
accepted  by  the  Railway  and  Warehouse  Commission  of  Illinois  and  may, 
hh.ref ci e,  be  regarded  as  an  official  statement  of  operations  permitted 


oho  railroads  of  the  state  incorporated  under  special  or  general  laws, 
uni >: 5 s s specific  provision  is  made  to  the  contrary.  This  classif icatior 
is  quoted  below,  with  certain  definitions.  Where  no  mark  is  placed 
near  the  classification  the  Illinois  Central  R.R.  Co.  during  the  period 
fx'cm  18T1  to  1908  has  performed  tie  operation  in  question.  Where  an  # 
is  placed  alter  ,it  such  operation  hs  not  been  undertaken.  Where  it  is 
x allowed  by  / the  operation  is  not  authorized  under  the  Irvin  decision. 


1 Charter,  Section  1. 

2 Ibid.,  Section  6. 

3 Laws  of  Illinois,  1877,  p.  l-r0.  R.R .<£W.  Com.  Report,  p F98. 

Section  7.  . 

Classification  of  Operating  Revenues  (Supplement);  Classification 

of  Revenues  & Expesnes  of  Outside  Operations,  1st  Edition. 
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A OPERATING  REVENUES . 


1 


ii  iii 


I REVENUE  FROM  TRANSPORTATION: 

1 Freight  Revenue 

2 Pas  ;enger  Revenue 

3 Rxces  Baggage  Revenue 

4 Parlor  and  Chair  Car  Revenue 

4 Mail  Revenue 

6 Expres  Revenue 

7 Milk  Revenue  (on  Passenger  Trains) 

8 Ocher  Pas  enger-Train  Revenue 


9 . Switching  Revenue 

10  Special  Service  Train  Revenue 

11  Miscellaneous  Transportation  Revenue 

II  REVENUE  FROM  OPERATIONS  OTHER  THAN  TRANSPORTATION: 

12  Station  and.  Train  Privileges 

13  Parcel-Room  Receipts 

14  S Corage  — Freight, 

IT  Storage- -Baggage 

16  Car  Service 

17  Telegraph  arid  Telephone  Service 

18  Rents  of  Buildings  and  Other  Property 

19  Miscellaneous  Reven- 

20  Joint  Facilities  Revenue — Dr. 

21  Joint  Facilities  Revenue — Or. 

INCOME  INCIDENT  TO  OPERATIONS. 


2f  Boat  Lines 

26  Ferry  Lines 

27  Harbor  Terminal  Transfers 

28  Electric  Railways 

29  Express  Lines 

30  ■ Cab  and  Omnibus  Service 

51  Sleeping-Car  Service 

32  Parlor  and  Chair  Car  Service 

*n  n rp  r* ^ -C  *1  r* 

36  Canals 

37  Grain  Elevators 

38  Stock  Yards 

39  . Commercial  Telegraph  and  Tele- 

40  Hotels  and  Restaurants 

41  Amusement  Parks  and  Resorts 

42  Coal  Storage  Plants 

43  Cold-Storage  Plants 

44  Commercial  Ice-Supply  Plants 


22  Rent  of  Tracks  and  Property 

23  Hire  of  Equipment 

24  Sundry  other  items . 


0 

0 


C OUTSIDE  OPERATIONS 


No  mark  Col urn  i 


moans  operation 

" M 


performed  by  Illinois  Cen  T? « R.  Co  • 

no  authorized  by  charter 

never  pe  rf crmed 

in  dispute  with  state 

subject  to  seven  per  cent  tax. 
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it 
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I ' da.terming  what  items  of  revenue  should  be  included  in  the 
statement  f poss  rec  Lpt,s  subject  uc  the  charter  tax  the  clasr.ifica- 
oio  ' ' ; ir  LO  ' 3l’  : Interstate  Commerce  Commission  (Bureau  of 

St,a  J ; ■ ) b 11  owed  where  there  is 

1 ,jj  1 ■■■■■■■. 

■'!ti  by  t,h“t  boay  may  be  regarded  as  the  standard  for  American  railways. 
Hor.-ov.or,  revenusas  lttted  for  tax  purposes  will  differ  somewhat  from 
revenues  reported  to  oho  Commission  for  purely  statistical  calculations 
«nd,  owing  to  that  fact  ana  the  existent.-:  of  nr  cu  1 .1  qU  , pic  s, 

it  is  necessary  to  see  establish  certain  principles  governing  the  dis- 
oribution  of  receipts. 

A C1  m L’  of  the  Inters  lo  ■_ 

ri  rr  bV  - ’oups,  viz.  (1)  P v 

p:  ■ by  Rail;  (g)  Revenu,  from  Operatio  - ■ v 

tl°“  by  R:U1;  (S)  R v 11  Incld  ■ tc  Tr;  ,n  by  R 1;  (4)  Out- 

r.me  Operations,  may  be  divided  into  two  classes.  For  purposes  of 

discussion  one  firs t class  may  be  termed  Obligatory  or  Common  Law  func-’ 

■ railway;  the  sec o i may  b call  Optional  or  Bail 

oioris . 

It  is  now  universally  recognized  chat  a steam  railroad  is  a com- 
mon carrier  and  as  such  is  governed  by  the  rulings  of  the  Common  Law  in 
regard  to  common  carriers.  Moreover,  federal  and  state  statutes  have 
emphasized,  strengthened  and  enlarged  the  strictly  common  law  duties  of 

"c11-0  rporatioi  - cur  s art  r i Illinois 

’ -Lll  :S  •,1Gr-  ^he  SLaoe  aria  Interstate  Commerce  Commis- 
sions schedules  of  r- 

x .0  i^iid  itii  3s  ano  , in  ? i m-*'--- •><->-  - 

, -i0  --ncrui,  op  raues  as  a means 

°f  branSP°rfcatl0n  10  bhaIfby  ^ common  carrier  for  whatever  com- 

lblab  ■“*.  llr  - i --  classifications  a . tariffs,  r 

a common  car  der  for  articles  net  listed  in  its  classifications  is  a 

Pomp  it  is  unnecessary  go  answer  cinra  ... 

" C j oh  ! emissions  are  of  extremely 


slgiht  important  <•:  . 


This  duoi'iS  as  sum.' id  by  the  car.-i  -.r 


in  brief,  are 


us  follower  the  trai  b porta tfon  b tw  t»  rmi  iig  cl  all  fr  ; • • 

P®8  ■ ‘>  j_>  traffic  pres  'mU'd  to  it,  subject  to  o/t;  reasonable  rates 
pr  omul  gat  id  by  it  nu  i to  its  pr  . • 

nishing  cus  ternary  faci-li  ties  ior  she  handling  and  s to  rage  of  i’r  eight 
and  for  the  comfort  of  its  pas  ang >rs;  establishment  of  reasoi  abl 
iffs  ’without  unjust  Discrimination  in  favor  of  communi  ty  or  indi— 
vidual . Group  I of  the  I.C.C.  Clas  ifi cation  covering  R :v  ;nue  from 
Transportation  by  Rail  includes  those  iuems  which  are  commonly  regarded 
as  common  law  functions  of  a railroad. 

So  lo  ig  as  one  corporation  continues  to  retain  its  charter  and 
operate  its  railroad  it  must  meet  in  an  efficient  manner  all  reasonable 
responsibilities  pr Paining  to  its  common  law  functions.  That  is,  it 
must  transport  freight  and  passenger  traffic  between  station  terminals 
auu  provide  customary  facilities  for  the  movement  and  accomodation  of 
O'-  Sums.  Ix  io  neglects  or  refuses  to  perform  these  duties  the  courts 
have  the  authority  oo  compel  their  performance  through  mandamus  pro- 
. . 0]  rily  the  Sfcs  - 1 us  rv isi  of 

to  a special  commission,  and  this  body  enforces  the  observance  of  the 
com  Oil  law  duties  of  the  carriers. 

1 U'1  Illinois  Central  Railroad  Company  accepted  its  char- 

19  ’ it  H4  so  subject  to  the  provisioi 

Common  L '-  1:1  other  words,  so  long  as  it  continued  to  retain  that 

instrument  and  to  operate  a railroad  it  was  bound  to  perform  the  Common 
Law  -duties  of  a Cgmmon  Carrier  and  to  .ransport,  wlti  - ?1 

capacity,  all  freight  and  pas  eager  traffic  presented  to  it.  One  of 
the  conditions  on  which  it  obtained  its  charter  was  doe  payment  of  se- 
ven p=  r cent  of  its  gross  revenue  to  the  State  of  Illinois  and  it  is  a 
reasonable  interpretation  of  the  charter  to  as;  use  that  that  per  centum 

•VUS  UO  bo  Coll  3 Pi  a>ri  tV>.vv,  ^ T T 

j-l-l  i ii  .a  irom  i^,ll  revenue  p -p-i  ^ -n-m- 

u'  ^rislu&  on. 3 performance  of 

ios  Common  law  functions.  Any  0-;  v™  ir,to.  ...  . 

■I  -xpre  oabiori  must  result  in  con- 


1C rc 


fu:  L - ambiguity.  If  there  wer  any  qu  t tion  oh':  practice*  ox  the 

ps  o fifty  f our-y  ;ars  has  s :ool  id.  the  poi;  io  beyond  oru.  inary  d.cubo. 

1^01’  ; ov  'r>  : char tar  tax  obligations  of  the  corpora ti'cn  are  an 

L •-L1  1 'ol  : 11  m upon  ior  fr  - Mir.  r,  an  1 prop  »ty.  Jud  Di  kr 
treneral  Couns  '1  for  oho  Company,  in  his  argument  before  the  I»a  Sail': 

. "A  ; . 

never  part  with  the  main  line  and  branches  and.  shake  off  this  burde- 

'•  ' • J-:  k * : h law  by  which  the  Illinois 

Railroad  Company  could,  by  alienation  separate  that  road,  from  the  bur- 

oo  it.  It  is  th  . li 

Th;  Su;'^  : ;3u'-  ! -I'  tual . " Sut  upon  what  does  the  burden 

fall?  The  physical  property?  It  is  abst  - ,o  clain 

vision  is  an  inalienable  lien  upon  every  rail,  tie,  brick  or  piece  of 
grave  1 at  or; $e  time  part  of  the  charter  lines.  Upon  the  Illinois  Cen- 
ura!  R.R.  Co.?  No  3 tha  ih  p o ■ Lo  ot  ± ts 

property  and  its  franchises  to  any  other  corporation  subject,  of  course 
oo  the  claim  of  the  Stare.  In  the  ultimate  analysis  the  burden  falls 
upon/ opera Lion  of  a railroa  - ti  g^via  Kanlcak  , Jhampaign,  . ■ - , 

' A Calre  3 C ju  Lc  ria.  D 

Bloonington,  Freeport  and  Galena  „o  Dunlsith.  Io  is  as  plain  as  a 

Plk  ' S'fcafr  fcha”  ffh0®ver  owns’  operates  and  controlls  that,  road  is  sub- 

jec t oo  the  bi mb  '•■nr*  >, ->  t ^ "L  ®*il  conditions 

' ' ' ' pperatio  r rhicli/pertaii  io 

t .1  Lei.  op  orations  authorized  by  the  charter.  So  long  as 

- ''  P rformed  in  coi  c Won  nth 

v ' object  to  the  charter  b«rd  ns  ex.  mptions  . 

be  the  nominal  owner  or  operator  of  the  property.  Whoever  carries 

functions  is.  a i of  the  .Illinois  ntral  Railrp  „ 

either  the  agent  or  the  principal  is  responsible  for  peynent  of  .he 

obligations.  Therefore  we  w-ir  c-. ^ 

1 ■ • K-y  Su-°e  char  one  charter  tax  is  a per- 

pc  dual  burden  upon  the  revenue  derived  from  a**  ~-H  , 

m ^ pV- — aid/,  Common  Law 


operations  carrie 


d on  over  -the  cracks 


ci  the  Illinois  Central  Railroad 


1C 


”,r>  ^ ' author  13  sd  toy  th  : chart  r dT  18<ri  1 **;  > 

° ±,  i.  . . portation  ef 

UP0  " : S0M  ' ■'  r ■ *°*>»»  WM»  and  merchandise..."  v. 

P "P  uU  bUPden  upc  ' - / in:  ■:  , 

■ ( Illinois  r 

uildl  - 1 u ) 

1 addlt,l0J  fc0  Gmmoa  Ir  ':  opmaAo  : or  a rail  , . ,,  , . 

“0US  °th"r  sarvl0es  nOT  P^rornod  Which  are  nor,  or  less  optional. 

C/riOU.G  sprocif  ic  l'-'A  * i r 1 ^ ; *i  o-n  v. 

Elslai'i°n  00  ohG  contrary  those  duties  are  repress- 

aps  or  the  I.C.e.  Claasifi  , vis.  R 

''  : *»  R J1’  *** ld  0 j Ox  r tic  s Xnci 

1 i. <_ouspor  ta oion  toy  Rail  A i^v- 

^ iwxxx.  Ji.  J.  Co  vv  Vnziejl  trie  mlr'-'v'l  i,..,  „ 1 

/ L-  ■ - 1 : ?Lak  ^he£ 

L1SS  *”  1S  aCbiriS  arP  as  Carrier  buu  as  Biloe.  None  or  hose 

ssential  part  6f  railroad  operation.  Many  or 

^ can  be  Carried  on  by  privab  partie!  * ' 

V " ^ — -ioiPal  - . laws.  „ • _ 

^ oirc stances,  the  railroad  as  a railroad  could  not  obtain  land 

by  eminent  domain  proce  dings  to  be  used  for  . * 

- -x  oh.  . avoi.gd  purpose  o? 

operating  such  kinds  of  huh-,—  TP  >,  - 

business.  Ii  having  the  facilities  which  ar 

*uU  available  for  other  and  ir-'nso-- >1  - 

• -“SP-  uitiou  functions  the  corporation 
U'ig.  irtakes  these  so-r^i  i or  or  • 

" 0P“1  services  it  must  do  so  under  the 

authority  ot  charter.  Whil^  , h-  • i -,c 

0 : - u*  3 mpc  t ?s  i sol  ly  \ r 

**  • **  a railroe  1 toes  0 : - iu  t - flT. 

‘ - - ugi  es  are  so  strictly  in- 

aC^10n  ’Uhat  1L  is  cus tomary  for  the  corporation  to 

..hen  they  are  incidental  to  its  main  function  of  oranspor- 

OiOil.  j£l  ! QUp  1 a -T  » . •-*- 

> ur*1  lijjj  GxuIlCeS  *10  EB''f  iol 

p cloJ-  charoer  is  necessary. 

Th..  ass umpoion  of  -these  duties  is  strictly  optional  ^ith  the  c-r- 

16r‘  PC:"  1~-;ur:  c > IUinois  G »a!  runs  - p^?Ir 
fr—,-0  rhi  “*  P ,,J- J-^  car  upon  No.  1 

* Oncago  jejj}hj  it  foes  no  have  y 3 m 3S  _outh  . 

• -O  s 3Uoh.  I 

chose,  trains,  but  it  is  entireiv  ritii.  , 

..  ...  . 7 “ ■ 08  own  bailiwick  go  say  whe- 

ther Wo.  1 or  TV  o~  , 

— . -3  ohall  have  a dinner  0r  wh^-h* 

’ — "U  •- oner  there  shall  be  a-v 


10r 


nine  cars  • ' system.  Formerly  A : r It  mi 

I even  go  so  far  as  to  abolish  all  the  services  outlined  in  groups  ii, 
iii  and  iv  yo°  ilj  is  doubtful  whether  the  courts  would  compel  oh  ir 
restitution:  certainly  lot  under  *h*  a sorico  interpretation  of  the 
Common  law.  It  is  unquestioned  that  the  company  could  abolish  all 
charges  for  parcel  rooms,  storage  of  baggage  and  freight,  furnish  news- 
! Papers  and  magazines  fre:  and  cease  to  operate  dining  and  lunch  counter 
service  on  ion  cars  and  grounds.  Certain  travellers  might  be  incon- 
I v-ni‘;!nc':u,  ouo  khere  would  be  no  redvress  in  the  courts. 

I Inis  being  the  case,  revenue  from  these  optional  services  is  not 

in  U“  OOVe*°W  revenue  from  the  "transportation of  pas- 

, wares,  gc  ■ 1 ",  No  mp  tent.au 

admlt'  ^ otia  Central  ooul(1  avoid  payment  of  the  tax  on  its  freight 
business  by  leasing  the  operation  of  the  same  to  an  outside  corporation 

* ' 1 llm  » the  1 iss  s of  t:  . - g mi 

Central  lunch  counters  should  surrender  their  leases  and  take  up  quar- 

of  ' V rl " 1 

I and  run  lunch  counters  ST  their  own  responsibility  and  for  their  own 
rroi.1t,  "hat  under  these  circumstances  the  gross  revenue  of  the  lunch 
counters  is  gross  revenue  of  the  Illinois  Central  R.R.  Cc.  just  because 
proprietors  formerly  operat  lunch  cou  ,so  its  pr  { . .. 

1 ir  evld«nt».  r , h the  £ ervic  mu;  t b p rform  d 
i 111  COim0c'°ion  wil^  iiha  company's  facilities. 

Carr-y  ohs  case  on  step  further.  4 „ 

A ' Champaign  res  os 

00  S<11  f : 01‘  ' Of  cjiQO  p r 

.establisnes  .hereon  a lunch  counter,  which  he  runs  for  his  own  profit. 

bj"  ; bUS±n5Sn  ou  his  own  responsibility,  .he  company  has 
»o ohing  ,/hauever  go  do  with  it,  the  courts  would  not  compel  it  oo  run 
fche  lunch  counter*  p-ncrn  • . 

’ S ’ 0113  reverlua  its  operation  is  not  revenue 

P U,le  raUr0aa-  al^-cugh  the  $100  rental  might  b,  Tf 
no  authority  to  re„  „•  company  has 

y t0  raui'  °nis  PK»ce  of  land  the  i.»as,  ±„ 

■L  j^se  ls  ulora  vires,  but 


10  "f 


| even  in  that  case  the  receipts  of  the  restrateur  are  not  receipt  of 
the  corporation. 

Fi tally  as  umo  that  the  corporation  conducts  the  lunch  counter 
L’  1'  t'hrough  lts  a6ent"  Is  ehe  gross  revenue  from  the  . 

of  the  corporation  or  is  it  not?  The  only  authority  for  the  com- 

V XU' ' comas  from  ^ charter  granted  it  by  the  state;  then  - 

Tor  the  corporation  must  conduct  the  business  as  a corporation.  If 

the  powers  do  not  extent  that  far  the  operation  is  ultra  vires  and  any 

°ltiZen  COUla  Snj0in  th  °P  ratli3n-  XT  the  bur  i-  r is  „ot  c0. 
by  the  corporation  as  a corporation  the  parties  managing  the  same  are 

8 * ' 1 ; S 

by  the  proper  legal  authorities.  The  revenue  .is  ither  rev 
corporation  derived  from  the  exercise  of  ios  chartered  rights,  or  it  is 
r V.nu„  00  e,  c crtoration  and  does  not  belong  to  the  corporation. 

Wh"°  X°  ' 0-1  1Unch  countar  is  brue  ox  all  optional  services 
th3  1111  JXS  ' ’ ’1'  0 ;t’  two  conditions  must  exist.  (1)  The 

trV1C"  1S  *****"*  °y  ““  lllili0is  C3ntr'al  K.B.  Co.  under  authority 
or  its  charter  of  lari,  0r  (2)  to-  5 TV,f,  ,e  „ „ 

K ' ryi<  P :rt  7 ® 

par ty  who  leases  certain  facilities  from  the  railroad  company.  Since 
tho.  undertaking  of  the  service  is  strictly  optional  the  company  can 

' **  * - ir 

arrang  :m  e n ts  the  pa*  • oi °s  dm*  - 1 o-  -i 

— ■ & io  are  trespassers  and  could  be  evicted 
by  officers  of  the  i-t-  T 

Oh..  1.....  It  the  rent  of  facilities  for  the  purpose  is 

U tru  vires  the  corporation  must  either  do  it  i ..„f  ™ , 

. ..  uo  10  1&self  or  else  cancel  the 

i iSh  t oi  the  1 e gf;  ■ o 

All  operations  of  the  Illinois 

~ noral  Pertaining  to  the  charter 

1 ies  muSb  b0  authorized  by  the  ch-ru-r 

I cn^iu-x  01  by  general  laws.  If  the 

latter  do  not  confer  ph-.  „ riri 

, ' 8n°“  U0U  °°Verea  th*  former  th.  op  ration  may 

r . if  .. 

. j j o so  authorized 

O'O-GJ'  are  ultra  vires  ^ 

“ u Ct-lm°c  b'!  enforced.  Where  the- 


-y  are  performed 


wo>y/. 
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REVENUE  FRO,'  TRANSPORTATION 


1 Freight  Rever  ue. 

Since  this  is  the  most  important  single  account  it  is  advisable  go 
repeat  the  ruling  of  the  Interstate  Commerce  Commission  regarti  .g  this 

point. 

"This  account  .inciuuos  amounts  earned  by  a carrier  for  the  trans- 
portation of  freight. 

'To  this  sc  eu  t»  should,  bo  credited  a carrier's  proportion  of  re- 
ceipt»s  L c,r  L J-'  * ight  tr  r pc  ; 3,1  o ov  ; ‘coll 

or  proper  rates,  such  over  collections  to  be  held  subject  to  claim. 

"To  this  account  should  be  charged  overcharges  paid  resulting  from 
the  use  oi  er  one o us  rates,  weights,  or  classification;  amounts  paid 

3S orbed;  authorized  allowances  and  localiz  , 
freight  arbitraries;  also  amounts  paid  for  switchi  g c 

Companies  tor  completing  a haul  or  effecting  store-door  deliveries 
when  the  cost  of  such  service  is  included  in  the  rate  charged  by  the 

* . - ' ; ; freight  stroj  si  rid  o 

snort  ■ lost  fr  iight;  also  uj  < oil  sctibe  undei 
delivery  has  be  n made. "1 

lor  the  purposes  of  the  suit  there  are  points  of  disagreement 

bet., eon  the  state  ana  the  railroad  in  regard  to  the  item  "Freight 
Revenue . They  are : 

(a)  Does  the  term  earnings  include  merely  cash  receipts  from 

+Si?pOJ;S.  0r.d0QS  include  charges  made  subsidiary  reads  for 
• sportation  of  materials,  i.e.  should  a charge  be  made  for 
: Garflage  c;l  coenpany  materials  for  non-charter  roa  s c£ 
cn^  system  ana  the  amount  be  credited  to  income  subject  to 
one  char  tex^  tax . ~ 

D cm  Revenue"  m - th  sh  collections  from  ship- 
etc. be  added."  ’ 0x'^vb—ks^  erroneous  charges, 

^ ^ dr.id  transfer  charges  made  foreign  comprr  ies 

dniu^-1V^L°  P01nts  boyond  the  company's  right  of  way  bo 
uouuc  ted  .lx  on  gross  receipts. 

mx,  ■ . 

h P01nt's  *“>*  discussed  in  the  order  given  above. 

! ( .)  Or.e  ol  the  claims  of  the  state  is  that  trie  Illinois  Central 

has  carried  over  its  charter  lines  large  quantities  of  coal,  iron  and 
other  company  materials  for  the  operation  and  construction  of  its  sub- 
sidiary lines  Without  making  any  charge  therefor  ard  without  crediting 
tC  u,‘  ’lpLl  subject  to  taxation  any  amount  as  iarnings  t Ion. 


I.c.c.  Class if i 
mend . 


cat, ion  of  Operating  Revenues,  1st,  Issue  aid  Suppe- 


According  to  the  nrgumer.it  &clvnnced  in  the  jp  eceeG.ir.ig  pnges  the 
linos  or  Oho  Illinois  Centred,  operated  under  i os  charter  of  I8fl,  / 
i.o.  Oho  70f mil os  from  Chicago  to  Cairo  aim  Central  Oo  E.  Dubuque, 
are  entirely  independent  of  oho  remainder  of  the  sys tern  for  taxation 
purposes  and  oho  two  parts  should  bo  treated  as  foreign  roads.  There- 
fore, company  material  used  on  non- charter  roads  cannot  be  regarded,  as 
company  material  when  on  the  charter  linos.  The  Illinois  Central  R.R. 
Co.  as  owner  of  the  latter  lines  is  no  more'  enti  tied  to  carr y freight 
belonging  to  non-charter  roads  fro  of  charge  than  it  is  entitled  to 
carry  coal  for  the "Nor thwes terrf'or  "Alton".  Of  course,  it  is  not  cor- 
rect for  the  Illinois  Central  to  include  charges  for  company  material 
belonging  to  subsidiary  roads  in  its  reports  to  the  Interstate  Commerce 
Commission  because  its  reports  to  that  body  are  for  the  entire  operated 
mileage,  but  in  the  reports  to  the  Auditor  am  Governor  the  original 


mileage  is  the  only  division  operated  under  the  Act  of  February  10th 

is  net  * 

l&ri,  ana,  consequently,  it/a  violation  of  either  the  spirit  or  letter 


ci  tne  Interstate  Commerce  Commission  ruling.  Accordingly,  oho  state - 

ili  ' L 0f  : :ipor  subject  tb  ti  - yen  p • ••  1 tax  shcul  i cl 

a charge  for  moving  company  material  of  all  other  portions  of  the 

SySt0“*  ais  aJaourlt'  should  bo  credited  to  the  charger  lines  and  charge 
to  the  excises  of  the  subsidiary  companies.  The  proper  rate  for  such 

s..rvi.,os  „uula  be  "the  usual  and  ordinary  amount  which  would  have  been 

charged  had  such  services  been  performed  for  foreign  lines  of  railroads 
111  Vv3l:Lcil  'khe  def -indent  had  no  financial  interest. 

(b)  The  second  difference  relates  to  discrepancies  existing  be- 

' 1 u L ' u i '■  actually  re  , • company,  par- 

ticularly  to  rebates  and  drawbacks.  Since  a railroad  is  by  no  means  a 
perfeco  organization  it  happens  many  times  that  too  high  or  too  low 
s,  i.e.  compared  wit  tariffs,  will  be  char,  . 

ther  acciflbntally  or  as  se, illegal  discrimination. 


Brieo  of  the  State,  p.  217. 
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Iht:  ruling  of  oho  Commis  ion  is  explicit  in  regard,  to  ac  iderital 
U ' '•  ”0^  p 31  • USC 

>US  , weights,  or  classification;  colle<  i earn! 

freight  destroyed  in  transit  and  on  short  and  lost  freight;  also  uncol- 
lectible undercharges  determined  tfter  d si  i very  has  been  made”  should 

U L * ‘ * » . H • , 

or  additions  are  to  be  made  only  when  money  is  paid  to  or  received  from 

Shlpp  ; to  >ev  1 

The  line  of  reasoning  on  this  point  is  clear.  The  fact  that  a certain 

amount  of  cash  was  received  by  the  company  from  a shipper  does  not  make 

that  money  part  of  the  receipts  cf  the  company  if  it  was  net  legally 

1 1 same,  in  *ol  - n s,  me  - not  belo 

1 ’ bUo  is  110 lci-  in  krust  for  the  shipper.  Therefore,  all 

111  ° ' s*  r :D  - u » iWb  -t  krn  : t-c . om  i 

•.Co  be  subjected  to  the  seven  per  cent  tax. 

1 8 t0  legitimate  reds  t » the  Illinois  i „ j ubt  ily 

has  paid  illegal  rebates  cf  one  kind  or-  - n 

r-  01  ' - - ; Lt  l ist  t 

charge  of  the  Attorney  Gener'i  2 -r,n  13 

,y  w.'.i.rci.  in  Illinois  since  18rr  and  for  in- 
terstate commerce  since  18873  the  tariff  nur-ti-ic  ^ 

- -L  L x quo  ucoOlCiLS  01  PS#  GOS  HTGGt.0  by 
railxo^ds  x„xo  the  legal  rates  and  it  has  been  illegal  for  the 

t0  * SMPP^  — or  less  than  the  amount  state 

J Correct  tariff  charge  constitutes  the  gross  revenue 

ox  a railroad  corporation  for  that  tv~  . 

0 P ■ °ioular  shipment.  If  any  deduc- 
tion or  addition  not  authorized  by  t>r  t-ri^f  . , . 

* o^rixt  be  made  it  is  clear  that 

the  difference  betwe  n the  amount  stated  in  the 

u -ri  ujn  tcxriii  and  that  col- 
lected is  ill  'x'-i  -Vi-  „ ^ . , to 

- should  bo  ad  od/or  deducted 

fx  cm  b.ae  statement  of  revenue.  Where  ohe 

- i - c^nsx  receives  more  than  it 

i-j  srrtitled  tc  the  difference  should  - , 

oh0uld  be  x 0 turned  the  shipper  as  an  ever 
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chr-rge  and  treated  as  other  overcharges  referred  to  In  one  previous 
paragraph.  If  th  carri  siv  l ss  ihan  tl  l gal  . - , }it,h  • 

■ oy  uiiiful  neglect  to  collect  the  same,  by  repayment  of  money  actually 
received,  or  by  other  means  such  as  payment  of  fictitious  claims,  ox- 
p : ' 'UG•,  !-'1  : ; must  be  regar  id  as  . expense  incur- 


■;  '1-  tois  as.  v . ins, tanc'Qj  if  j , x ...  u $100 

",l"  t,hf'  collects  that,  amount,  but  pays  the  shipper  $13.^0,  then 


that  tetter  amount  must  bs  regarded  as  an  expenditure  necessary  tc  secur 
p ,r o i. , ■ u.l  ■ shipment,  Theoretically,  .it  makes  a ,.,- 


1 pay  ' : ' $10  per  car  for 

A ^ 


via  un  road  ih  question  whether  he  it  allows  the  traffic  depart®, 

equivalent  of  $10  upt*  -%  s • - a 

-L-.  oaiui  ioo  oxp  ’.use  account 

for  soliciting  on  : freight. 

p 'it  r i- r ,i ,l  that  the  revenue  subjec  t tc  the  se- 


, t at  is  ,sau_  - the  iillnols  ,al  ha;  l0  x u 

right  to  deduct  from  its  legal  tariff  charges  any  payments  whatever  ih 

I-  - k . ; : >e  a a,  ■ , M xp  . . 


-i-  W-L 

soliciting  or/handling ^the  business.  While  the  charges  of  th 

1 “ 'JL  stB’tQ  *&***»-«&«  reb  tes  ire  merely  ov  ■ 

gesyss  actual  deductions  from  tariff  rates  it  * very  con.- 


siderable  portion  are  of  one  k-i-.ri  , s 

KliICL  , r f*r!  t i Owi<* 

> •e»»  -•./uu^uio-is  iOr  ilCul  ;1CU 

=r  real  claims.  In  such  instances  It  is  difficult  tc  find  any  reason 
why  any  deduction  whatever  should  be  made  and  where  it  is  made  it  seems 
equally  plain  that  the  revenue  account  should  be  credited  with  the  full 
pPiQUht  of  legal,  tariff  charges  and  expenditures  for  rebates,  claims 
etc.  Charged  to  Operating  Expense,.  To  do  otherwise  isa  violation  of 
bound  accounting  practice  if  not  of  both  federal  and  state  law. 

I (0)  ^ 4U88tlon  "»««•  *>  terminal  and  transfer  charges 

f U:llfcae°-  16  SeSmS  °°  h"Ve  cus ternary  for  the  Illinois  Central 

Lc  make  certain  through  rates  from  -nd  to  „ 

•lla  00  consignor's  and  consignee's 
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pines'  of  business,  thereby  absorbing  one  local  switching  or  transfer 
charges . iv  lor.  st>&  Jment*  re\  s made  the  Governor  the  expense 
of  this  delivery  was  deducted,  presumably  on  the  theory  that  the  rate 
ccl1  :C-  ' a froiB  shipper  was  not  a single  but  a joint  rate  of  which 
p.  ,rt  .,ont to  the  railroad  and.  part  to  the  &h  switching  or  transfer  com- 
pany. The  right  of  the  company  to  do  this  was  denied  by  the  state  on 
the  ground  that  the  deduction  was  an  expense  and  not  a join  rate. 

The  Interstate  Commerce  Commission  authorizes  a deduction  from  re- 

V : ’ m E iiss  a ds orbed;  iz  i - 

low  : localiz  . t ’bit  ; ime  mbs  pai  fo 

or  to  transfer  companies  for  completing  a haul  or  effecting  store-dor* 

ue liveries,  when  the  cos  t of  such  service  is  included  in  the  r ate 

v,n  by  cue  carrier".1  This,  of  course,  applies  only  when  the  0er- 

mi  rial  transfer  switching  or  delivery  is  performed  by  a party  other  than 

the  carrier.  Whan  the  work  is  dona  by  the  carrier  the  revenue  is 

if  it.  B iv.  nue"  in  cas  of  isf  ■ wo  k "a  ri  iiB 

in  case  of  switching,  m such  instances  any  expense  of  operation  or 
maintenance  is  charged  to  "Operating  Expenses".2  The  Ocmmls  ion, 

thereby  8 t0  “‘“l*  ths  Vos  it  ion  of  h In  ■ ral  1 a . 

expense  of  terminal  movements  in  question  is  a payment  as  part  of  a 

J°"  1 > than  a strict,  operating  at  arrier  col- 

lecting the  revenue  but  not  performing  the  terminal  service. 

If  we  analyze  the  operatio  e find  that  this  is  . . tr 

switching  COED  ,nv  '-nn  • • v, o v-  4 i-„„„ 

L road/or  ra  isf  ■ eompanj  ..  ,il_ 

roan  unite  to  perform  a particular  service,  oust  -s  -o  ,-n  - -- 

» juho  o-ao  railroads  uni  oe 

ier  the  transportation  of  through  traffic.  The  railr  - ompany  does 
not  lease  the  tormina!  company,  viewed  from  the  accounting  standpoint, 
.quoutly,  one  operations  of  the  two  corporations  should  be 

hPt  aP:^-  0therWls  ’ ■ ‘-I  o - ,c  v 


I c * 

• •!.,  classification  of  Operating  Revenue  s„i,v  ri  . 

Classi-eic-  ■ revised  Edition,  p.  10. 
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For  he  purpc  ' the  charter  tax,  however,  it  is  tecessaiy 

adopt  a somewhat  stricter  in tor pro tat ion  than  thn t taken  by  the  Com— 
n ■ y -•  ° iJ  i Li  10 is  Central  quotes  a rat  • from  . 

out  a statement  of  any  terminal  charge  th  : presumption  is  that 
on  : service  is  performed  by  it,  or  at  least  that  services  other  th 
cus  ternary  c*re  carried  on  as  a free  favor  or  gift  oc  th  o shipper,  oho 
:XP  s of  such  Lddi  Loi  '1  ■ jrvice  bei  g borne  by  the  railroad,  in 
other  words,  the  presumption  is  that  the  charge  is  an  expense  rather 
t,han  part>  of  a joino  rate.  The  pr  sumption  further  is  that  th  p »ty 
performing  the  terminal  delivery  is  the  agent  of  the  railroad. 

of  th4.se p i£  y tc  re- 

x,:r  00  ~uho  poWorB  of  oho  Central.  In  the  introductory  part  of  this 
chapter  i t was  stated  that  only  such  revenues  of  the  r;.%l  should  be 

SUt>^  ' Lv  Lc  s z e 

18ri  and  h .t  t • ms  were  1 

mileage.  The  question,  therefore,  is  Is  the  collection  and  delivery  of 

Xxiilg'*°  ln  tjh  ) 01  oy  of  Chicago,  particularly  the  functions  in  question, 
au  th  or  i z e d by  th e c har  ter? 

of  - - k ; { ) a or  L l 

f frei§ht  •«**«  of  foreign  railroads  (also  of  ship- 

'?)  statio  Illinois  l;  (b)  , 

r f acks  ot  th  : ::  "-L  - =oi  ’ warehouses  1 

11  8 ' - • I insta 

■ tra:  sf  comp  i s#  • . 1 a , . , ... 

|0SdS  on  wh03e  t^oks  the  consignee's  plant  was  located. 

I Th°  C°lleCUOn  Snd  silvery  of  LCL  freight  by  drays  belonging  to 
I**"  1Ul  ''  although  not  specifically  authorized  by  the  char- 

ter, is  undoubtedly  a part  of  railroad  operation  and  might,  therefore. 


® s s Irays  of 

the  principle  i’s  not  a . ^ a to.  At  an,  • 


Ill 


A pop 

vehicles  ox  this  kind  mid  one  same  is  true  of  other  railroad  c orporc- 
tions.  How  i v ■,  this  • .1  i 1 j : 

powe:?,  : • • 1*  so  closely  connected  with  the  movement  of  freight  ; 1 

P»wk> j ng ••  - x s oh  x i t Ccii  be  pen ormed  without  a special  charter  yet  the 
PQr  3rms  : ! ir'  Purely  optio  s.1  wi-tl  ■ ;arri  r.  Since  th  comps 
u'i ; " 0j?^  itself  it  also  has  authority  to  delegate  it  to  an  a-  ent 
as  seated  above,  the  nature  of  the  arrangement  entered  into  with  .he 
triuiisfoi  c^mpa  *.ies,  i.  the  payment  of  fixed,  charges  per  got.  or  loex/ 
rover,,  impli  :s  that  they  are  acting  is  .its  agent.  Now  . ag  is  sup- 
poo'.ix  00  h^v*.  «*11  the  duties  and  responsibilities  of  the  principal  and 
in  the  case  at  issue  one  of  these  responsibilities  is  the  payment  of 
seven  per  cent  gross  receipts  tax.  Consequently,  this  line  of  argument 
loans  to  the  conclusion  that  so  long  as  one  present  arrangement  exists 
one  expense  of  drayage  and  cartage  is  a strict  expens  and  no  1 luc  xlon 
should  be  .11 - tor  the  same  in  statl  / subj  to 

char  oor  tax . 

^ 2 " - ■ - into  the  ?o&  may  iot  be«- 

com;  subject  to  the  tax.  For  instance  if  its  tariffs  stated  specifi- 
cally that  its  rates  were  so  much  from  its  freight  yard  to  consignee's 

v"*"  * Cw*’*v*  in  quo  tea  the  rates  of  the  transfer  'companies,  with 

provision  that  for  shippers  desiring  it  the  company  would  collect  the 

tW°  Chaig0S  and  pay  tlB  transfer  rates  00  the  transfer  companies  the 

Duld  be  1 joint  rat  . h ir  ,« f / j - i be  re- 

g^rv ; : I as  age nos  of  ohe  company. 

— S : 1 op  sratior  ■ r 1 to.  viz.  swit  ■ csrloa  f right 

by  ± oroign  companies,  is  essentially  different  from  the  transfer  of 

LCL  C0Hm0  les-  '"‘b  SWitC  TV:i  - ; lnd  p ±1  , , 

on  to.  ; - ls  perfc  by  t}lem. 

their  tracks  ana  facilities  are  not  connected  in  anytay  with  the  opera- 
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tions  Hi  • . 

■ .c;  first,  that  by  tl  ' •"  1 to  in  . point  of  junc  uion  *1. 

' 1 Qr  1 ' - ' s ' 501  '-I  ' - by  the  la  r ov  ■ its  own  tracks  an  by 

lur  own  power  to  the  ware  ho  us  of  . As  s , 

Central  has  no  authority  Wider  its  charter  to  build  the  connecting 

lx  ’’  ■ tQ  1 : 1 ' ' it  is  built.  ,Its  rights  cease  when  oh: 


car  cro; 


Ow  o 


.he 


•itch  separating  tin  two  roads  and  after  that  its  ac- 


: ; ultri  ■ vi~ ' ’ ■ A ■'  Sly,  the  sec  o 
as  the  agent,,  as  the  transfer  company  may,  and  she  charge  for  oho  ser- 
vice must  he  pro-rated  between  h a,  companies.  The  situation  is  ex- 
acdiy  the  same  as  where  part  of  the  shipment  is  moved  over  a subsidiary 
11  a Although  no  formal  division  of  the  tariff  is  made  in  the  copy 
filou  With  the  Interstate  Commerce  Commission,  nevertheless  it  is  ne- 
cessary chat  soma  distribution  be  made  in  the  company's  office.  In  Me 

ci  oho  swicching  road  the  division  may  be  considered  the  charge 
made  for  oho  service. 

Tnuc,  the  Illinois  1 ms  justified  in  lucid.  ?0m  its 

St,atemS  - 9iPts  S>*J  ict  to  tl  - ■ . . 

switching  cars  to  and  from  consignees  when  the  same  are  located  off  of 

its  tracks.  This,  of  course,  does  not  apply  to  switching  done  on  its 
own  rails. 

ii  Pas r anger  Revenue. 

The  ProVisions  of  the  Interstate  Commerce  Commission  Classi- 
fication may  be  applied  without  difficulty.  So  f-r  >,  , 

Ov-  on..  S ucoo  nas  paici 

lttt,le  8tt  t0  ene  v » - - only  poi  : . _ 

twe  n it  and  the  railroad  relates  to  advertising  mileage. 

9°T  C~  01  -/ :ars  10  has  been  customary  for  the  Illinois  Cen- 

tral  t0  is  ■ — is  irm  . "advertris i g mileage”  or*  '• 

- — fb  iiixxe.-g,-  OJ_  mee  uransporoa- 

oion  for  a specified  mileage  ir. 

° 5 J-°-  caverns ing  in  newspapers, 

magazines,  etc.  Since  oh-  p~v , i . _ 
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been  prohibited  in  inters  tate  business  unci  its  use  her,  be  . greatly  re  - 
; ■ i v l st  ,t  s allowing  fre  transportation. 

Tbe  principle  involved,  ir  simple.  Since  the  advertising  mileage 
is  given  the  newspaper  and  periodical  companies  in  return  for  adver- 
tising which  otherwise  would  have  go  be  paid  for  in  c ,sh  and  is  usually 
in  p report ion  to  spao 5 6h  i mil  sag  i cannot  be  regarded  as  free  transpor- 
tation, out  rather  as  transportation  i i kind,  if  ohir.  practice 
not  followed,  the  railroads  would  pay  for  their  advertisements  in  money 
as  they  now  pay  for  supplies  and  uhe  newspaper  employees  would  pay  the 
usual  fares.  Advertising  is  one  of  the  expenses  of  the  road  and  uhe 
arrangement  in  question,  although  sanctioned  by  custom,  melees  a deduc- 
tion from  gross  revenue  for  expenses.  Therefore,  where  advertising 

mileage  is  still  useu  by  the  Illinois  Central  a fair  cash  valuation 

the 

should  be  placed  on  the  same,  presumably  at/ ordinary  two  cent  rate, 
which  amount  should  be  credited  to  gross  revenue,  either  MPas  anger 
Revenue”  or  'Miscellaneous",  and  charged  go  "Advertising",  Traffic 

A 

Expenses . 

3 Excess  Baggage  Revenue. 

ITo  comments  are  necessary  on  this  item. 

4 Parlor  and  Chair  Car  / Revenue. 

Ui.ner  one  Supplement  to  the  Clas  if! cation  of  Operating  Re- 

v — u “'■dp g .d  by  Gh-.*  Inters tate  Commerce  Commission  this  item  is  clas- 
sed. ume.er  Outside  Operations. 

>r  ItfijjH  Revenue. 

There.  Should  be  charged  go  this  account  the  neu  amount  re- 
c ;i\  3d  from  the  Federal  G-oven imarrt . 

6 Express  Revenue. 


U,^D:clslon/°.  1 • C . C . I.  may  be  noted  that  Ghare  is  some 
:C0  01"  opinion  as  to  this  i tem,'  seme  railroads  - 

gS  lo  Lxe  ^anspertauion  and  others  that  it  is  not. 
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Tho  Interstate  Com  erce  Commission  Staten  nt  of  revenue  included 
u ' ' ^'M'  3 ' L'  : M®iis  " cou,  i lud  is  jeou  its  i&r  ...  by  .carrier 

:tor  transportation  and  for  facilities  on  trains  and  at  stations  inci- 


aeat  00  oh:;:  p^isport^ion  of  expres  matter,  not  including  the  separat 

This  ruling  provides  for  inclusion  of 


rents  of  offices  at  stations 

only  tho  actual  payments  made  by  uie  Expros.  Company  to  tho  railroad 
£a‘‘<  0(115  has  bson  the  Practice  adopted  by  the  Illinois  Central  since 
til  ’ yo“r  18rr  • Tha0  is  th0  American  Express  Company  makes  & fixed-an- 

r‘peoll£'led  paymerlts  fc0  Ule  Central  for  the  use  of  its  trains  and 
stations  and  that  is  the  amount  included  in  the  statement  of  gros  re- 

CGiptS . 

Tne  State,  on  the  other  hand,  contends  that  the  Expres  Company  ir 

carrying  on  its  express  business  is  merely  the  agent  of  the  railroad 

ana  since  it  is  presumption  that  the  Illinois  Central  cannot  1 - 

- by  1 ~ 1 of  18" l,u  by  S(  p:  .. 

°SS  ’ 11  ts  t,ax*  “ further  - is  tha 

| °f  thS  Aj^tC'n  Exp:"’es  °ompany  earned  on  the  charter  lines  of  the  Cen- 

■ - • °V*  p ■'  - m the  ral  , shoul  . Included  in  th 

I statement,  of  warnings  subject  Co  tho  tax. 

" ’ L p "tj  s WG,S  ® tat  ad.  that  the  duti  is  of  the  Illi- 

1 be  ilyided  lnt°  wo  .1  3S  8}  comi  law  o m 

-na  bailee  or  optional.  It  was  further  sir  tad  -,-w  ^ 

1 ,J-  su^oou  uJn g,  presumably,  ch  : 

common  law  functions  nf  ? h ->  -r*n~r-  ^ 

0X  °he  J-°-u  coula  not  be  delegated  in  a way  so  as 

°h!  8r0SS'  recelpds  M-  tb  tax  ms  a p rp  tual  b 

upon  such  operations  carried  on  over  the  charter  mileage  irrespective 

I -tohip.  Tn.  ..poi jiial  ± unctions,  however,  become  subject  go  'the 

Ichor  tor  tax  when  performed  by  the  Illir, roT;-^i  . 

y uunOL)  ceuural  or  directly  delega- 

^ an  aSQUt,  but  would  0t  be  so  Sub-ior-  - - -■ 

u.  sw  oUbjecoed  whan  performed  by 

fci  ...ign  pa].'  uias  not  acting  as  appn  o n ■=•  > 

-~senos  0j-  ^he  railroad  and  merely  re- 
ceiving the  use  of  lease  of  r 

^ ' ox  certain  property.  p PUCh 

a ^ -i*  co.se  toe  lease— 

no Id  payments  alone  are  sobi--,  ^ . 

suoject  uo  one  tax. 
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v:  Lons  or  oil';  Expres  Com]  y? 

The  legal  ano  practical  cp; rations  of  oho  American  Express  Company  on 
oho  charter  mileage  may  bo  described  briefly  as  felloe's : - 

(a)  3r  . - l o . of  l ■ ; 

of  the  same  to  station  room  leased  from  the  Illinois 
,1  R.R.  Tl  11  iction  and  delivery  being  c 
on  by  the  company's  own  officials  in  its  coi  veyen 

( b)  t — 1 1 i o' — 9t — is- — &-a e 1 a > 

Leading  of  a special  car  i belonging  oo  the  railroad 
but  set  apart  for  the  special  use  of  the  expres  company 
with  the  merchandise.  This  work  is  performed  on  the 
railroad's  station  platform  by  the  expres:  company's  em- 

ployees with  occasional  as  i stance  from  rails? oad  em- 
ployees . 

(c)  T ins por tat ion  of  s ,iu  mere  a in  t special 

under  the  direction  of  the  express  company's  agents.  The 
car  is  handled  by  the  railroad,  but  the  express  messen- 
ger has  entire  authority  over  the  concents  of  the  car 
and  the  express  company  assumes  liability  to  the  ship: er 
■ les  or  ; un  „g  . The  Exp?  a Company  pays  th  i ? ,11- 
rcau  either  a fixed  amount  or  an  amount  depending  upon 
contents  of  car  or  some  other  arrangement. 

(d)  Unloading  O .L  O cajJl  t receiving  terminal.  Reverse  of  (b) . 

(e)  Delivery  cf  merchandise  to  consignee.  (Reverse  of  (a). 

(f)  Expres  Company  receives  compensation  from  shipper, 
ensures  the  merchandise,  assumes  entire  charge  cf  tra 
por cation  end  otherwise  acts  as  Common  Carrier. 

Th  ; Supreme-  Court  of  the  United  States  in  the  Kentucky  Case^-  has  de- 
cided that  an  Expres-  Company  is  a Common  Carrier  and  is  not  merely  the 
c^g.r'.G  of  the  shipper.  It  has  further  held  in  the  same  case  th  rt  while 
expres  business  is  a proper  function  of  a railroad  and,  inferential ly, 
may  be  performed  by  it  directly,  nevertheless  a railroad  company  is  not 
a Common  Carrier  of  expres  companies,  i.e.  it  is  not  compelled  to 


handle  the  business 


ci  any  or  ?very  express  company  demanding  the  use 


•y±  its  ti*ains  and  can  lease  its  facilities  to  an  expres  company  in  the 
that  ft  leas  s m re  Ibed  tc  1 ssee  for  joi  t o cupa  • 

Prom  the  classification  of  duties  pertaining  m an  expres  company 
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f cur 

iu  s »omn  fl'v-r  that  we  may  divide  tim  wcrk  i.:,o  «k»*-  pnr,s;  (-.)  oh  : 

coll  icticn  and  delivery  c:f  merchandise;  (b)  lc  ,ding  and  unloading  of 

,o  railroad  stiat.1  ; ( c ) r spc  *t  i o]  )f  m *cha  Lse  *•  ( , ) 

1 -r‘ u '■  ■'  ’ • ■ o : of  prompt*  delivery.  ( c)  is  a r. briefly  common 

0 L L £*a  i-lroad  is  chart# 

carry  pasr  mgers  and  frqi'ght#  between  terminals  and  no  long  an  it  con- 

cinues  to  exist  it  must  carry  for  all  whatever  kinds  cf  goods  it  gives 

1 ' Jlf  CUo  l-°  0:  » c © - carrier  cf.  By  general  custom  a railroad 

kino  of 

oi lops  to  carry,  under  certain,  restrictions,  practically  overy/artifcle 
i n c r d i nary  us  e . 

•u  : 'L"::  uv  °r  ©cods,  (d),  in  also  a common  lav;  function  of  a 
I ro.ilrca..t,  although  it  may  waive  and  commonly  does  waive  this  feature  by 

provisions  in  its  bills  of  lading.  This  feature  is  optional  with  the 

shipper. 

The  loading  and  unloading  of  merchandise  at  station  is  net  a stric 
I common  law  outy  of  & railroad  carrier,  but,  it  has  become  customary  for 
I tha  rs-ilroads  co  load  themselves  all  I, CL  freight.  It  is  entirely  prob 
■ able  that  one  courts  would  hold  this  senloe  to  bo  a common  law 

I x unction  o.  railroads,  at  least  in  the  case  cf  merchandise  shipped  in 

I small  lots. 

I •-'Phis  leaves  merely  the  first  class  of  work,  the  collection  and 
I delivery,  as  something  which  is  not  a clear  commonlaW  function  of  a 
(railway.  Most  English  roads  and  some  American  do  actual  collect  and 
| -J- -jn-n  , is  : freight  and  it  is  the  common  presumption  that 

■railroads  could  undertake  this  part  of  transportation  without  special 
Pc.,  irs.  Will  have  v ly  led  th  pqi  ...  _ 

I J " 1 " ""  “'*k  j io  lcr  granted  that  the  Illinois  Central  Rail- 

■lOM,d  h,..,  :,uuh^iiuy  u.tner  lot  charter  of  18!" 1 to  undertake  the  collic- 


t 


tion  and  delivery  of  merchandise  freight,  as  it 


me rimes  doe 


delivery  of  CL  or 


ore, ns  f er  freight, . 


oha 


) o »J  y . u v.:  - ' L s . T * v ) 


a c 

Tco  k'-ti 

I si  a ''  V.'-  V:  ’ - £>"  J-to  ■ • >■'  . 


• O j'\  . v ■'  t . C v 

. ii  v;  :< 


I t ( ) < . j • j.  . 

• . ' V t . / j ■.  . j . i ' ' , ■ 

-X  < - 


1.  *‘.J  ' 0J3  ! I 
'"i  • li'.i'  '■  . • y c . . i ■ , . . ■■ 


• ■ Ii.'n  - j;o  v.jjj' .)  v £ 3cu  3 


. .•  • i.1  S .1  IX.r  vLcrw  ai 


- ::J  'C  O : c -X  r 0 Jv  . : - J u 


:>  i — v~  . I • j '■  ivj  . a.  la 

. 


%Lr,i*:.id  y\  ::  . aiit' 

: , ■ lit  v.  - a r a;  ty  ■ t 

. 

■ lt,  r£  J 

t",  J . lie 

a v <_ 

■ 

i >j  rrfo  o i ->  i.  If  . 1 i"  a l-  v 

£ 1 _ II 

_r.  j.  j.oo  v ic.  >n  ao  t 3!.  i H.i  J'  ■ .-j  :•  1 

I : ' : 


* X • 

I . i . .1  y.  4<  * *<■’*'  ^ 


117 


lading  ohis  1 as  t ass urapoion  for  granted,  an  in  reasonable?,  **€>  dhe 
question  in  resolved  into  the  settlement  of  two  points:  (3)  Is  the  col- 
jl  lection  arid  delivery  of*  express  a functi  on  that  the  Illinois  Central  R 
Railroad  may  delegate  to  the  American  Express  Company  and  thereby  oxomp 
g3  1 ’ v fr°n  ' : s am  spec  ial  ? (g)  jf 

10  may  cio  so,  is  the  present  compensation  an  adequate  return  for  the 
common  l<-».v  functions  of  the  railroad  relating  to  express  business? 

Before  answering  the  first  ^stion^t^s  necessary  to  examine 
briefly^]  Ltions^f?  Th  Adams  Expr  s p , 

I ^ 1 * ' 'x^8'  r"°  oompaui  is,  was  organized  and  commenced  operations  in 
184  . As  early  as  1838  Mr.  had  carried  express  pacages  between 

I ce^ to, in  points  in  lies  England  and  during  the  succeeding  twelve  years 
what  is  now  express  business  had  obtained  a fair  degree  of  importance 
hat  territory.  In  18 fO  the  Adams  Expr e;  Company  - l 

- ' f ' :T  7 E 1 1 * ■ its  operation  ext  a fs  , 

sylvania  R.R.  However,  ixpres,  operatic  - - k 

***  11  1111  ] ^ " ^gi*lat  i 3f  1811  wa£  iot  - , 

dhat  such  service  was  being  performed  entirely  distinct  from  other 

transportation  functions.  The  charter  of  the  Illinois  Central  /^kes 

distinct  provision  for  th^  c-r  -i  — n-r 

1^ga  0x  merchandise,  which  was  Mien  re- 

gcoi  '.iCd  as  one  mos  t urr-f  i r «-  m o ; -p 

prcut,J)la*  not  the  most  important  function  of  a 

st,eam  'Z&lroa  . A-  In  the  four  ve  rs  trnm  . i . lorr 

-v  Jj  ' ^ J-Cm  181  18rr  the  importance 

Of  the  express  business  steadily  increased  and  in  the  latter  year  the 
Auams'j Express  Company  was  authorized  to  use  the  facilities  of  the  im. 

“01S  *"*  ^ilrc-  °«  ^ prescribed  compensation,  since  ,hn 

.-a  express  company,  at  first  the  Adams  and  later  the  American,  has 

operated  expres  - busines  on  the  Centr-l  viitn 

u°ricr '-1  Wlt^  compensation  for  the  use 

oi  stations  and  equipment.  Prom  lfirr  -o  icno  * 

m -0  1909  the  net  payment  by  ohe 


Annual  Report,  Illinois 


Central  R.R.  c0.,  lerr. 


11? 


Express  Company  to  the  Railroad  Company  has  bo  r oho  only  amount-id  i-  - 

ClU'  :"  11  th!  Btat  " 6 lL'  eross  receipts  of  th  latter  . subjet  tc 
khe  pay  merit  of  th  > gross  receipts  tax. 

. 11  a rall'fay  o°“P-W  were  chartered  to-day  with  a provision  for 

a gross  receipts  tax-  it  is  almost  certain  that  the  courts  would  hold 
that  gross  receipts  of  th«?  express  company  received  from  operations  off 
'G'  'alls  of  til  ! railroad  company  would  dot  be  subject  oc  th 

“,1:  GOmi0n  prsotice  15  t0  cut  the  express  business  at  an  agreed 

compensation.  A different  interpretation  migt  wall  bt  i : 

I 0aSa  of  a comPauy  incorporated  when  expres--  business  was  not  the  cus- 
tomary function  of  a separate  corporation.  Such  a decision,  while 

-1’  : :1  OO  tx>  *«  i res  tly  i . Howev  . ■ - . 

cumstances  as  they  have  been  it  would  be  slightly  more  reasonable  to 
?egard  off-rap  busi  tl  Exp:  - s . ,mp  - - 

frQI  r obligations  of  railroad.  Tl  hls. 

torical  evidence  is  almost  equally  divided  betwee  tl  two  views..  The 
practice  has  existed  for  some  fifty  five  years  and  has  never  been 

l°  • 1 :mpG  tos  » * Oo  iefraud  th  st 

existing  arrangement  was  introduced  as  soon  as  the  road  was  placed  in 
-pera.io-  at  which  time  the  charter  mileage  was  the  only  mileage 
CI  ' P°r  G oth  1 « 

lieveo  that  it  would  be  unfair  to  the  railroad  to  force  it  to  pay  en  a 
pax  o..  .IE  oil -rail  operations  of  the  American  Express  Company. 

argU'“°Gt  ba  f™r  substantiated  by  the  fact  that  the 

American  Express  Ccmp any  pays  the  -.,,,-0 

* s on,  uoua  local  taxes  on  property  ih 

•00-.7TIS  traversed  by  the  Central.  if  the  extyr—  h-  • d 

xx  one  expres  business  were  consider- 

part  ox*  one  111  inois  Centrales 

w : lUiiC^ions  this  pr  operty  would, 

necessarily , be  exempted  from  su-h 

Uwn  G^xation  as  the  charter  provides 

Th3re  iS  er0Una  f0r  believin8  -Oh  an  arrangement  might  really^- 

****  i'"°h  'Gnan  incre8.se,  the  Illinois  taxa 


U i Oil  0"P  , P '**  r rv~  r- 

^ co  mpany 


Y.  v'cr  • io  y,i  q ’s  -;3 


c i Y j ■■  :■ 


■ 


; , ~ . , - , • > ifi, 

. 


. c /Jiv  q . . v:  .-.qiiioo  ' o 


r i i P.  . ; . _<  i.  1 i\  . .. 

, ■ . ■ . 


x-1  c 

. 

rfT 

. 

r 

- -t  . ivt.  r..' 

:v ...  ■ ’ >' 

' ! 

. 

or 

i ■ , ' J 1 J 

— £ 

. i 

. * o * • 

Jr-  ^ 

c 

vci 

-i 

■ ; . yc  ot  C t.  • j r • 

r4,£jj  ;;  ,r,  q XI  i;U  c?.iTDiJ 

' ' ■ 

■ r £ £ - . -J.  Jrx:  ■£.  I uflCi!  : 


119 


Tho  s ;cond  ques  oion  is  by  no  moans  jasy . It  may  be  as  urned  ohr/t 

oho  American  Expr-es  Company  is  paying  bho  111  in.* is  Can oral  R.R.  full 

comp  an  ation  for  the  actual  transportation  of  ins  expres  m jrchanciise 

id  for  the  j tation  facilities  furnished  it.  O'  th  : c th  ;r  hand,  the 

pajilr-^d-deeB-Het-jpeGeive-eempenBa-bieR-fe^  if  oho  railroad  h, no  loo  jhe 

express  business  itself,  or  at  least  the  loading,  unloading  arid  supor- 

I vision  of  transportation these  duties  might  be  regarded  as  its  common 

d 

law  duoias i os  revenue  would  be  much  larger  because  the  work  p reform o 

would  be  much  larger  and,  naturally,  it  would  demand  greater  compensa- 
tion from  the  express  company.  If  this  were  not  the  cas<?  oho  latter 
: would  endeavor  to  turn  this  work  over  to  the  railroad  rathor  than  ro- 
tain  it  its  ;lf . In  a rough  way . the  expenses  of  oho  American  Exp* ess 
ch-  y in  loadi  g h . xpr  s , pay L ; its  m ' es,  Loadi 

cars  at  receiving  point,  expense  of  station  offices  and  perhaps  a part 
i of  tho  expense  of  supervision  would  represent  the  difference  between 
I what  one  ee  railroad  is  now  receiving  and  what  it  should  receive  if  it 
handled  the  business  between  s tation  platforms  itself. 

Since  those  functions  of  storage  at  stations,  loading  and  un- 
I loaning,  care  of  merchandise  in  transitu,  e be . are  common  law  functions 
I commonly  performed  for  other  merchandise  LCL  freight  it  is  a reasonable 
presumption  that  reve  lu  from  this  busi  a is  subj 
I tax.  An  amount  equivalent  to  these  expenditures,  should,  therefore,  be 
■included  in  the  statement  of  gross  receipts  and  seven  per  cent  paid 
Ibhei -.;ori.  ITaturally,  this  would  be  paid  by  one  railroad  company.  On 
| UUi  0bL  - ^and  such  property  of  the  American  Expres  Company  as  is  used 
■for  station  and  car  work  shoula  be  exempt  from  local  taxation.  Other- 


fwise,  there  would  be  a violation 


bn- 


iharter  provisions . 
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7.  Milk  Revenue  (On  P nr,  e rigor  Trains ) . 

There  is  no  dispute  in  regard  to  this  item. 

8.  Other  Pas  enger-Train  Revenue. 

There  is  no  dispute  in  regard  to  this  item. 

9.  All  receipts  . .ils  * • - p 

the  Charter  lines  should  be  included  i . W 

ing  service  is  done  by  locomotives  of  the  charter  lines-  off  of  the 
company's  charter  lines  no  revenue  should  be  included,  with  the  excep- 
tion that  a charge  should  be  made  for  use  of  equipment.  (Of.  Hi:  e of 
Equipment,  item  ). 

Whore  cars  or  locomotives  of  the  Chicago,  Madison  and  Northern, 

|iho  South  Chicago,  the  Blue  Is!  . I,  Riversi  H rl  m ,1  . 

or  other  subsidiary  roads 

Kensington  and  Eastern/ use  portions  of  the  charter  track  or  are  handled 
by  charter  motive  power  an  appropriate  charge  should  be  made  for  the 
service  or  else  the  gross  receipts  / received  from  the  shipment  shoul 
N :i  a t e d betw  i the  c]  r a o - lines.  This  principle 

applies  merely  to  switching  and  yard  service  distinct  from  lease  -of 
terminal  or  station  facilities . Per  the  argument  regarding  this  rule 
see  Freight  Revenue,  item  1,  sub-item  c.  (Cf.  Item  SI,  Joint  Facilitie 
Cr.  and  Hire  of  Equipment,  Item  ) 

10.  Special  Train  Service  Revenue. 

All  revenue  derived  from  the  operation  of  Special  Revenue 

trains  should  bo  subjected  to  the  tax.  Any  mo  ifi  s io  - or  s itio 
outlined  in  other  items  should  bd  adhered  to. 

II  REVENUE  FROM  OPERATIONS  OTHER  THAN  TRANSPORTATION. 

The  general  rule  outlined  in  the  first  part  of  this  chapter  ap- 
fili  :s  to  mos  t of  the  items  under  this  heading.  Originally  most  of  the 
■unctions  covered  by  the  term  “other  than  transportation"  were  not  com- 
mon law  functions,  but  at  present  it  may  be  presumed  that  the  courts 
Would  now  take  a much  broader  interpretation. 
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Consequently,  it  seems 
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cl  all  revenu  from  : 12,  13,  14,  ir,  16  a id  19,  a ■ pos- 

bly  17,  she  >e  subjec 
p lt Ltively  s impl s . Th  t _ c ] • Lons,  w 

rieci.  on  entirely  by  the  r ailroad  comp  any  as  striotly  incidental  t ,o  ic,s 
ru,il*ay  business  and  the  only  authority  it  has  to  conduct  th  : r.ame  mus  t 
^ ■ ,“i' 1 1 J i tr-  charter,  1 ore Qver,  with  certain  exceptions  referred  to 
later,  .it  is  doubtful  whether  .i t could  sublet  these  duties  to  an  out- 
siue  party  and  thereby  avoid  payment  of  the  tax. 

A dis  tine  t ion  shoulo.  be  made-  betwe  *.n  operations  relating  t' f leetly 


do  freight  and 
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nger  bus in  os 
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ticket. 
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of  baggage. 

storage 
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station  and 
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In  the  first  instance  the  service  is  performed  by  the  car  ier  by 
111  f its  gw,  . It  b mpra  Lcable,  at  1 east  i ... 

uco  customary,  to  lease  station  space  for  the  storage  of  baggage  cclth 
|tno  understanding  that  the  lessee  should  store  all  baggage  and  receive 
“ Sp3Cifl  1 ■"  ' W1  ■ ?h  0 • fr  m ht  : :■  ( i ■ . ; 

I Vice)  od’o  maer  the  control  of  the  company  from  the  ire  cant  that  the 
article  is  received  by  its  agents  and  remains  under  its  control  until 

Ul  . : ' 16  or  his  : ' 1 r. spr  -a  >btains  fe.gal  pos 

It  is  essential  to  the  proper  handling  of  business  that  storage  facili- 
I t,l  j proviued  an.  those  facilities  must  be  on  the  company's  right  of 
Kay  in  immediate  connection  with  its  freight  or  passenger  stations. 

The  service  in  question,  therefore,  may  be  considered  an  integral  part 
of  the  transportation  of  the  traffic  and  any  party  exercising  the  func- 

<*  » Ac  Ly,  ..  total 

aU^;c-":L3"';  : “ ' iPP  or  pas  g p - s 

Revenue  subject  to  taxable  a , - - 

present.  arrangements,  any  del  - 

either  as  an  attempted  vlola- 


gation  of  such  duties 


should  be  regarded 


tibn  of  the  charter  or  else  delegation  of  com  on- law  'busies  bo  an  agent, 
in  which  case  either  the  agent  or  the  principal  is  liable  for  p yraent 
of  the  seven  p:  r cent  tax. 

The  sec end  case,  i.c.  special  facilities  furnished  passengers , is 
governed  by  a different  principle  than  that  just  described.  In  the 
£ irs  t pl'ac  • station  and  train  facilioi  js  of  the  kino  in  queroic  ■,  o.g. 
srele  of  fruit  on  trains,  sale  of  newspapers  o trains  and  at  stations, 
checking  of  hand  luggage,  royalties  on  weighing  and.  vending  machines, 
etc.,  are  no c common  law  duties  of  a railway  carrier  arid  and  could  not 
o • considered  such  by  any  stretch  of  f - cy « For  ifiis  t a c j, 

eel  by  a cone  issio  sr  i La  paig  £ ion.  Half  - 

olock  from  the  station  there  'ere  four  lunch  counters  or  fruit  stands 
and  the  advantage  of  an  extra  stand  in  the  station  is  only  a slight 
oC  P ' s ingers . It  woul  be  almost  pr  po.e  t ’oue  tc 
any  court  to  issue  a writ  of  mandamus  compelling  the  Central  to  run 
a lunch  stand  under  those  circumstances. 

Secondly,  the  proprietors  of  the  places  in  question,  as  a general 
-■ul  rent  certain  space  at  the  station  or  on  the  trains  for  their  own 
us-:.  There  is  no  difference  between  the  Illinois  Central  renting  a 
part  of  its  right  of  way  for  the  erection  of  a grain  elevator,  the 
building  of  a lunch  counter  or  for  garden  purposes  than  leasing  room  in 
ios  station  for  fruit  or  lunch  stands  or  authorizing  newsdealers  to 
sell  papers  on  its  trains.  When  an  operation  is  carried  on  by  a lessee 
on:  party  is  acting  not  under  the  charter  of  the  Illinois  Central  R.R. 
Co.  but  either  under  the  commonly  authorized  powers  of  any  citizen  or 
un^er  special  charter  received  from  the  community. 

Thus , where  space  or  concessions  are  granted  private  parties  for 
-juch  pi  iviloges  o.s  bhese  mentioned  none  of  oho  revenue  received  from 
rhe  operation  should  be  subjected  a the  tax.  However,  tl  Ltal 

p-y^n  made  oy  the  les  « to  the  lessor  should  be  include,  in  the 
- :f  thS  1 ’ '■  since  1,  is  • c ive  i for  the  i 
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facilfti  js  author! z ©d  by  the  charter,  which  for  the  time  being  are  not 
used  for  strict  railroad  purposes.  In  other  words , err-  revenue  is  a 
strict  incident  of  railway  operations. 

Exception  to  the  above  rule  must  be  made  in  cases  where  the  specii 
facilities  are  handled  directly  by  the  company  through  its  agents  or 
indirectly  through  parties  acting  as  the  represent/ ,tive  of  the  company. 
For  example,  iL  the  company  should,  pay  an  employee  to  conduct  a lunch 
counter  or  if  one  o.l  its  agents  checks  parcels  and  turns  over  A 
c ' '• P t0  - ' ; • ' . hr--  v th  * - 

00  tl3:e  tax.  The  same  principle  should  hoi  tru 
business  is  let  to  a private  party  for  an  agreed  per  centage  of  the 
income  or  rv  . a t ixea  amount.  In  such  a case  the  company  receives  the 
Pi  ox  i «s  and  the  amount  paid  the  individual  is  an  expense,  not  a dec.uc- 
oicn  Lrom  revenue.  The  distinction,  in  other  words,  is  this:  Where 
lac ill  ties  ere  leased  or  rented  only  the  rental  should  be  subjected  to 
h ' - opera  ti  0 ls  ca  i o . by  the  coi  1 °qj  - 

ceipts  ac  ure  to  the  company's  treasury  the  total  gross  revenue  is  sub- 
ject to  the  tax . 

-h  .j. -re  s iveral  general  objections  made  to  this  principle,  but 
thot  be  a sw  - sp  cif really  in  this  place  si  they!  v 
c^lx  irxny  been  discussed  in  an  earlier  part  of  the  chapter. 

Wo  may  now  refer  to  the  various  items. 

12  Station  end  Train  Privileges  . 

Rental  received  for  the  granting  of  station  and  train  pfivil- 
"S':S  snoula  subjected  to  the  tax  when  the  concession  is  a lease  of 
facilities.  When  the  duties  are  performed  by  the  carrier  or  its  agents 
the  1 eve  lie  from  which  acoues  to  its  treasury,  then  the  total  receipts 
should  be  subjected  to  the  tax. 


1 C • Rare 0 1 -Ro om  Re  ceipts. 
Compare  item  12. 
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14.  Storage --Freight. 

G-ror,  revenue  from  this  itemshould  be  subject  to  the  tax. 

1 ' . Scq rage - - Bagg ag e . 

Gross  revenue  xrom  this  item  should  be  subjected  to  tl 

16.  C ;r  S e rv  i c e . 

G-rcs-  r :v  -out  r.  rm  u.nii  i m s no ul  ; b ; r u h j ^ o lo.  a,  -,x. 

17.  Telegraph  and  Telephone  Service. 

Gross  ic venue  i.rom  this  item  should  bo  subjected  tc  oho  rex 
Since  the  it  amount  involved  is.  comparatively  small  and  would  not  bo 
materially  ax  tec  ted  by  any  change  cr  alteration  of  the  Interstate  Com- 
L merce  Commis:  ion  Glassification  that  ruling  may  bo  adhered  to  en  bloc. 

18.  Rents  of  Buildings  and  Other  Property. 

In,:  principles  stated  on  pages  and  122, 125  may  be  follower 
lri  ' " 'Uina tion  of  amounts  receiv  / u:  ter  this  h , . ig.  As  deci- 

oj'  u.i  . iiii  Dig  Supr  m i Grills:  vs.  Brown>  mer 

tnao  a ouilaing  is  located  on  the  right  of  way  of  the  Central  neither 
exempts  iu  from  local  taxation  nor  subjects  revenue  of  the  leg' ee  t 
oh  gross  receipts  tore:,  provided,  of  course,  e 
long  to  the  railroad  and  is  not  used  for  railw 
from  revenue  should  be  allowed  for  repairs  to 

° "h  ts°AP  * * r>n°Uld  he  ncoic0d  '^-'t  this  item  covers  only  such 

ronWarn  received  from  buildings  nob  clo.s  ad  as  "Investments"  or  "Out- 
side  Operations " . ) 

19.  Mi s c e 11 are c us . 

from  it,em  sKbuld  be  subjected  to  he  t v 

* mia&r  1 ruli.5 ■ s e-biiste  ; tot  the  other  i . ms  i 
gr  c up  of  ire  ms . 

20.  Joint  Facilities  Revenue Dr. 

21 . J o t F. -cili ties  Revenue Or. 

I tems  20  and  21  may  be  cmi  „ - . 

~lu  une  statement  of  revenue 
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subject,  bo  olio  charter  tax.  Vfi  :r e bh  : Illir.oir  Co  tral 
Cilities  other  bhan  bhose  authorized  by  oho  char b or  ary 
from  bhe  same  is  nob  subject/  bo  the  tax.  On  bhe  ohter 
owi . facilities  are  constructed  under  authori  ty  of  bhe  c 
from  the  same  shoul  l be  reated,  u 1 th  h i ,d  "R 
per by”. 


uses  joint  fa- 
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hart or  revenue 
' Tracks  and  Pro- 


Ill.  INCOME  INCIDENT  TO  OPERATIONS. 

This  group  of  items  covers  revenue  of  bhe  railroad  received 
from  such  operations  as  are  con  ectod  with  the  use  of  its  equipment  and 
permanent  way,  bub  do  not  involve  ohe  movement  of  passengers  or  freight 
or  operations  directly  connected  th  r with.  Si  c n . Df  poi 

involves  principles  somewhat  different  from  ohe  others  it  will  be  nec- 
essary bo  discuss  each  one  by  itself. 

22.  Rent  of  Tracks  and  Property. 

U ier  this  h is  included  revenue  from  property,  o 1 - 

equipment  and  other  than  M Buildings  and  Other  Property"  (i.e.  property 
used  'cg  3c tioi  with  opera  ions  s.  xp  s of  m .ntai  L . 

operating  it  can  nob  be  separated  from  the  expense  of  that  portion  used 
by  the  a ?)  rl  same  belongs  the  Illinois  C i tr  i R ilrc 

Company — Charter  Linas.  For  purposes  of  discussion  this  i tern  may  be 
divided  into  thro  parts;  (a)  Rout  received  from  other  railroad  compa- 
ijs  for  the  use  of  the  Illinois  * Central  * s bracks  and.  s cations;  ( b) 
rent  paid  for  the  use  by  non-railway  interests  of  miscellaneous  real 
a 0 ui 1 tings;  (c)  remuneration  given  by  subsidiary  companies 

use  Oi  Illinois  Central  berminal  and  station  facilities. 

(a)  Ever  since  the  early  part  of  May,  18f2,  the  Illinois  Ceatral 
has  leased  the  use  of  its  tracks,  stations  and  terminals  be  various 
other  companies,  principally  bhe  Michigan  Central,  Baltimore  & Ohio, 

Ck  Big  Four  and  Burlington.  In  general  the  leases  have  be  n of  two 

^ ^ °rl'J  - ij- o place  the  Illinois  Central 
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u . compp.  y . i o c fed.  i t»  to  tdi  : !•'  in  j..v  fch  . not  return  f o • 

oi  1 t cIcb  Ls  t credits  ■ ■ ■ r . . - -a  « ; 

loaves 

deduction  ox  operating  expenses  ±x,  presumably,  .rni'rigs  applicabl  . 

t/C  in  core st  on  the  invostmon  c. 

This  N.vrgument  has  considerable  plausibility,  esp  ;cially  when  ap- 
pliod  Co  such  a lease  cos  chat  or  oho  Big  Pour.  Nevertheless,  for  cer- 
tain reasons  we  must  regard  it  as  unsound  from  the  sorictly  theoretical 
standpoint,  co  say  nothing  of  being  unfair  Co  Che  company  practically. 
In  che  iii-st  place,  Che  Illinois  Central  was  charted  to  transport  traf- 
fics- from  Chicago  toCairo  and  from  Central  to  Dubuque  and  between  in- 
termediate points.  Where  the-3?ss>3-i&  running  or  trackage  rights  are 
leased  to  other  companies  the  lessee  uses  them  as  strictly  incidental 
to  other  operations  which  are  not  authorized  by  the  charter  of  the  los- 
°wl,  Michigan  Central  operates  a line  from  Chicago  to  Buffalo, 

whieh-is-eHtside-any  which  the  Illinois  Central  could  not  do  under  its 
charter;  the  use  of  che  latter's  tracks  from  Kensington  to  Randolph  is 
incidental  to  .ho  larger  operation.  Local  business  is  not  done/and 
ir  the  lease  were  abrogated  the  traffic  of  the  former  lessor  would  not 
be  augmented.  Thus,  the  lessee  is  not  the  agent  of  the  lessor  and  the 
latter  is  not  responsible  for  the  actions  aE  the  former.  The  mere  fact 
that  the  lease  is  made  for  q,  railway,  operation  does  not  alter  the  char- 
acter ef  the  agreement,  ^according  to  the  principles  stated  earlier  in 
this  chapter  and  accepted  by  the  courts  the  provisions  of  the  charter 
-pply  to  only  those  actions  carried  on  under  authority  of  the  charter} 
i.,  th  . chc-i  G-  i provisions  are  not  inalienably  con  acted  with  the 
right  of  7,-ay  obtained  by  the  road  nor  applicable  to  operations  porform- 
-d  on  that  light  of  .\ay  which  are  not  authorized  by  the  charter. 
Therefore,  the  here  fact  that  les  e railroads  carry  on  tain  railway 
transactions  on  the  right  of  way  or  even  on  the  permanent  way  of  the 

Illinois  Central  does  not  make  those  transactions  the  transactions  of 
that  company.  As  stated  above,  thejee  operations  are  incidental  to  the 
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th~t  company.  In  its  simplest  form  the  lease  is  as  follows:-  The  Il- 
linois Central  owns  certain  pieces  of  property  in  the  form  of  tracks, 
builaings,  :tc.  authority  for  the  operation  of  which  comes  from  its 
charter.  A freight  and  passenger  service  is  conducted  over  the  same  xx 
satisfying  in  full  the  requirements  of  that  instrument.  Having  a sur- 
plus of  facilities  of  the  kind  mentioned  it  leases  them  to  outside  par- 
ties who  perform  various  services  on  those  facilities,  in  the  point  at 
is  -ue  the  operation  of  railroad  trd.  ns,  the  authority  for  which  comes 
from  state  or  city  franchises  granted  those  companies.  These  inciden- 
tal operations  may  orraay  not  be  performed  by  the  Central.  Where  they 
c*re  ormed  the  total  revenue  derived  from  the  same  accrues  to  its 
treasury  and  subject  to  the  charter  tax.  Where  they  are  not  performed 
it  receives  a rent  for  the  use  of  its  facilities  and  this  is  the  only 
amount  subjected  to  the  tax.  In  other  words,  the  lease  of  trackage  or 
running  rights  differs  in  no  respects  from  the  lease  cf  buildings  cr 
privileges . 

Iu  is  taken  for  granted  that  the  lease  of  tracks  and  property  is 
a bona  fide  lease  for  operations  not  authorized  by  the  charter.  If 
ohis  is  not  the  case  or  if  the  arrangement  appears  to  be  an  attempt  to 
evade  provisions  of  the  charter  or  if  the  les  ee  acts  as  agent  of  the 
lessor  the  rule  stated  above  should  not  hold  true.  For  example,  if  the 
Central  should  lease  certain  tracks  belonging  to  the  charter  lines,  say 
its  facilities  in  Cairo,  with  the  understanding  that  the  les  ee  should 
ac  a local  business  then  it  is  clear  that  the  handling  cf  that  local 
business  is  the  act  cf  an  agent,  since  it  is  authorized  by  the  charter, 
<^-id  , h^uld  be  subjected  oo  the  charter  tax.  Mo  ov  , 

ngn°  C°VnrS  C0;lsld'':rabl°  distance,  e.g.  from  Chicago  to  Kankakee,  the 
question  m^y  be  raised  whether  the  lease  is  strictly  incidental  to  the 
oth.i  opinions  01  the  Central  and  the  transactions  cf  the  les  ee  might 

be  considered  chose  of  an  agent.  This,  however,  would  be  a aaober  for 
the  courts  to  decide. 
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Leases  to  foreign  railroads  are  not  tho  only  ones  madr:  by  oh  : 
Illinois  Conor a 1 R.R.  Co.  A number  of  .its  subsidiary  linos  uso  tracks 
and  stations  belonging  to  tho  charter  road  either  through  under  pro- 
visions inserted  in  the  general  lease  by  which  those  roads  are  operated 
by  the  Central  or  through  tacit  agreements  with  the  latter.  If  we  re- 
call the  two  fold  functions  of  the  Illinois  Central  R.R.  Co.,  i.e. 
owner  and  operator  of  the  charter  mileage  and  lessee  and  operator  of 
subsidiary  mileage,  it  is  easy  to  see  how  much  confusion  could  result 
in  the  use  of  joint  facilities.  For  instance  the  C..M.&N.  uses  tho 
Central  Station,  the  CH&W  uses  charter  tracks  aro  buildings  at  Cham- 
paign, Decatur  and  Clinton.  Under  existing  arrangements  no  charge  is 

road 

made  for  these  charter/facilities,  but  the  state  questions  the  right 
of  the  Illinois  Central  R.R.  Cc.  as  owner  of  the  charter  mileage  to 

1 

lease  the  same  or  permit  their  uso  by  subsidiary  lines  without  the  usua 
compensation  exacted  from  foreign  companies. 

Since  the  charter  and  non-char hemlines,  for  the  purposes  of  the 
tax,  are  foreign  corporations,  the  solution  of  the  question  is  compar- 
atively simple.  The  argument  has  already  been  gone  over  in  considerable 

1 

a o tail  and  need  net-be-pepeated-here  only  be  summarized  here.  For 
purposes  of  the  charter  tax  the  charter  and  non-charter  lines  are  for- 
eign corporations.  Foreign  companies  are  charged  rental  for  the  use  of 
station,  track  and  yard  facilities,  and,  consequently,  subsidiary  com- 
panies should  be  chargedfor  similar  service.  This  revenue,  though  per- 
haps a bookkeeping  account,  is  revenue  fe  of  the  charter  lines  and 
j should  be  subjected  to  the  charter  tax. 

23.  Hire  of  Equipment. 

This  item,  as  the  proceeding,  is  divided  into  two  phases;  (a) 
equipment  loaned  or  exchanged  with  foreign  companies;  (b)  equipment 
belonging  to  the  charter  lines  furnished  subsidiary  roads. 
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throe 

The  first,  point  is  again  divided  into  two  parts;  first,  shoul  any 
income  from  rent  or  exchange  of  equipment  be  subjected  tc  the  chart  a- 
'■>  01  d,  what,  equipment  should  be  r igi  rd  ; 

third,  if  any  income  is  subjected  to  the  tax  payment  how  should  the 
amount  be  ascertained.  At  present  no  revenue  from  hire  of  equipment  is 
included  in  the  statement  of  gross  receipts  submitted  to  tie  Governor. 

This  position  of _ the  company  is  hardly  tenable.  A railroad,  in 
the  physical  sense,  is  made  up  cf  permanent  way  and  equipment.  Both 
ctL ' ; necessary  to  its  operation;  both  are  property  of  the  company.  (Cars 
leased  excepted)  Gross  revenue-  derived  by  the  Illinois  Central  from  the 
us:  of  equipment  and  prmanent  vay  is  subject  to  the  tax.  Re\ 
coivod  from  the  rent  of  real  estate  aril  buildings  belonging  to  the 
charter  lines  is  also  subjectedto  that  tax.  To  include  one  lem 
th. . physical  max'*:  cl  the  railroad  and.  exempt  the  other  is  illogical  an 
should  not  be  admitted.  Accordingly,  any  revenue  obtained  from  the  use 
of  equipment  pertaining  to  the  charter  road  should  be  subjected  to  the 
charter  tax.  This  principle  cannot  be  denied  without  contradicting  the 
premises  upon  which  taxation  of  revenue  from  buildings,  etc.,  is  based. 

Tnis  boing  Dhe  cs-se>  the  question  naturally  arises,  .What  equipment 
belongs  to  the  charter  lines?  Is  it  all  cars  and  locomotives  owned  by 
oho  Illinois  centra!  R.R.  Co.?  Is  it  those  actually  used  on  the  charter 
linos?  Or  is  it  something  ds  ? If  all  equipment  necessary  for 
operation  of  the  subsidiary  lines  were  owned  by  those  companies  there 
',uUl'a  b ' no  difficulty  about  this  question,  but  such  an  arrangement 
woes  not  exist.  Instead  the  Illinois  Central  R.R.  Co.  owns  the  major 
part  of  she  system  equipment.  With  slighc  exception,  the  various  sub- 
sidiary companies  owns  only  such  rolling  stock  as  it  possessed  when 

1 * °y  on:  Gentra1’  ^ct,  the  leases  s - that  the  lessee  shall 

’furnish  such  equipment  as  is  necessary  for  the  proper  working  of  the 
lessor's  property.  These  cSs/§?§mg|'|Se®li 

Vci  ious  divisions,  sometimes 
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a charge  is  mad.-,  the  lesser  company;  sometimes  not.  An  arrangement 
such  as  the  one  mentioned  is  necessary  since  the  leased  3,9*4  company  is 
considered  defunct  during  the  life  of  the  lease  and,  consequently,  is 
not  ordinarily  in  a position  to  provide  its  own  equipment.  Consequent- 
ly, it  is  not  only  convenient  but  legally  advisable  that  the  Illinois 
central  R.R.  Co.,  as  lessee  of  the  subsidiary  roads,  should  retail  ti- 
tle to  all  equipment  purchased  subsequent  to  the  lease.  The  issue  is 
whether  the  Illinois  Central  R.R.  Cq.  owns  this  equipment  in  its  func- 
tion as  owner  of  the  charter  lines  or  as  lessee  of  the  subsidiary  lines 
or  booh. 

iha  State  claims  that  tho  formor  position  is  correct in.  this 
oquipmnnt  belongs  to  the  charter  lines.  Certain  facts  seem  to  bear  ouc. 
U'.is  assumption.  Host  of  the  locomotives  and  practically  all  the  cars 
are  USr:Ci  at/  one  t’ima  or  another  on  the  charter  lines  and  most  of  them 
return  tc  the  Burnside  shops  for  repairs.  In  the  second  place,  the 
equipment  is  charged  to  the  Illinois  Central  Proper  and  expenditures 
for  the  same  have  come  from  income  or  receipts  from  sale  of  stock  or 
mortgage  bonds  of  the  charter  lines.  Third,  the  furnishing  of  oquip- 
J is  done  to  increase  tl  raffle  of  the  charter  lin  s,  juste 
System  sends  freight  cars  off  of  its  lines  to  develop  traffic. 

A"  °PP°s'’d  to  this  to  find  that  many  of  the  locomotives  and  pas- 
senger cars  sea  charged  to  the  Illinois  Central  Proper  are  assigned 
permanently  tc  non-charter  divisions.  In  other  words,  the  equipment  is 
Uo0<i  ijh':  benefit  01  the  system  as  a whole,  not  that  of  the  charter 
roaa.  Mian  a locomotive  or  pas  ; eager  car  remains  on  one  division  for  a 
cons  Id.  noble  period  11  it  reasonable  to  suppose  that  it  is  a permanent 
addition  to  the  equipment  of  that  part  of  the  system  and  does  not  give 
din  ,„t  b-noilt  to  the  company  nominally  owning  it.  Furthermore, 

Since  190°  thr!  owned  linos  include  some  ninteen  hundred  miles  in  addi- 
tion to  the  original  mileage.  Finally,  equipment  belonging  to  the 
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• lax 

111 i 1 10 is  Ct !j  1 t»i?cvl  R.R.  to . is  Lax-  :ci  in  Illinois  and  o Gher  s c*at*os . If  it* 
b-  .longed  t/0  the  charter  road  'this  w oul d bo  illegal.  ip,  brief,  obis  r-r  — 
gum- :nu  is  that  the  ;quipm  sit,  cf  t*he  Illinois  Central  used  on  subsidiary 
linos  beleRg*-©©  is  owned  under  authority  conferred  not  by  the  charter 
of  18' 1,  but  by  the  general  law  cf  18rr,  and  is  not,  therefore,  subject 
00  jhe  provisions  cf  that  act  just  as  roads  leased  or  purchased  since 
oh-;  latter  date  are  not  subject  tc  those  previsions. 

Now  there  is  no  question  that  the' charter  lines  can  own  whatever 
equipment  is  necessary  or  advantageous  for  oho  operation  of  the  same, 

•V  .n  though  this  equipment  may  occasionally  be  used  on  oth  a?  roads. 

Thus,  equipment  that  is  used  primarily  on  the.  original  mileage  may  be 
rogai-dod  as  charter  equipment,.  I&  is  not  olear,  however,  that,  the 
Illinois  Central,  acting  under  the  authority  of  its  charter  alone,  can 
purchase  equipment  to  be  used  permanently  on  o iher  rai]  oa  , that  is 

. . 0\1G 

go  into  the  business  of  hiring/rolling  stock-.  But  since  the 
rental  of  this  kino  of  property. is  a direct,  benefit  to  the  charter  road 
is  might  be  considered  within  the  company's  powers.  On  the  other  hand, 
a strict*  construction  of  the  charter  in  line  with  I.C.R.R.  vs  Irvin 
culd,  undoubtedly,  lead  to  an  opposite  conclusion. 

Thr  matter  oi  taxation  should  be  of  considerable  influence.  YTiere 
rolling  stock  is  located  off  of  the  charter  lines  permanently  and  is 
subjected  to  local  taxation  the  presumption  is  clear  that  that  equip- 
ment does  not  belong  to  the  charter  lines.  If  it  does  it  should  be 
exempt,  from  such  taxation,  at  least  in  Illinois. 

For  passenger  cars  and  locomotives  the  matter  of  situs  is  not  dif- 
ficult. With  a xew  exceptions  engine  runs  on  the  charter  lines  are  co- 
terminous  with  its  boundaries  and  it  would  be  reasonable  to  assume  that 
the  locomotive  belonged  to  the  division  where  it  was  in  common  use. 

This  same  condition  would  be  true,  though  to  a less  extent,  cf  passen- 

H°,,cv  up  no  such  distribution  of  freight  cars  is  possible. 


ger  cars 
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'i'h.  :y  are  seldom  confined  to  one  division  or  even  uo  one  system,  whil  : 

the  demand a of  the  various  parts  of  the  railroad  for  cars  varies  so 

out 

gi *.c4,tly  during  the  year  that  it  is  almost/ of  the  question  to  make  an 
assignment,  especially  of  particular  cars.  Moreover,  differ  nces  in 
time  cf  loading  and  unloading  allowed,  extent  of  repairs,  etc.  pre- 
vent/ cars  being  allocated  according  to  car  mileage. 

Sufficient  has  been  given  to  show  the  extrme  difficulty  of  allo- 
cating care  to  the  charter  and  non- charter  lines.  How.ev  r, 
as? umo  that  all  cars  and  locomotives  owned  by  the  Illinois  Central  R.R. 
Co.  belong  to  the  charter  lines — which,  as  suggested  above,  is  hardly 
tenable — it  becomes  necessary  to  make  a division  of  the  rolling  s ^ock 


and  the  following  plan  is  given  as  a possible  solution. 


(a)  All  locomotives  permanently  assign  :d  to  the  charter  lines  to 
be  regarded  as  charter  equipment. 

(b)  Locomotives  used  on  different  divisions  to  be  divided  accor- 
ding to  the  division  on  which  the  major  portion  of  their  dime 
is  spent. 


(c)  All  passenger  cars  permanently  assigned  to 
to  be  regarded  as  charter  equipment. 

(a)  Pas  engor  cars  used  cn  trains  running  over 
charter  lines  to  bo  pro-rated  according  to 
respective  divisions. 


the  charter  lines 

charter  and.  ncn-ch 
length  of  run  on 


( e ) Freight  cars  permanently  assigned  to  the  charter  lines  cr 
normally  used  there  or  used  for  shipments  nominally  origin- 
ating or  terminating  there  to  be  assigned  to  the  charter  road 

(f)  All  other  freight  cars  to  be  pro-rated  on  the  following  basis 
Average  number  of  all  cars  (foreign  and  domestic)  on  charter 
lines  to  be  found.  Excess  of  f ©reign-ears  domestic  cars  on 
foreign  lines  ever  foreign  cars  on  sys  tern  lines  to  be  divided 
be two  n charter  and  non-charter  lines  in  proportion  that  the 
total  average  number  cf  cars  on  system  bears  to  average  num- 
ber of  cars  on  charter  lines.  (Deficit  to  be  treated  the 
same  way)  (f ) - ( :)  equals  the  equipment  charged  to  charter 
mileage . 


If  desirable 
could  be  assigned 


cars  with  certain  numbers  or  of 
the  charter  linos  in  accordance 


a certain  series 
with  the  above  di- 


vi s 1 ons . 
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Th.' : ohird  consideration  to  bo  discussed  relates  to  the  payment  xor 

; 5 of  o a^s.  Unde  tis  : m 3 aends 

inter  change  of  cars  between  bho  Illinois  Central  and  foreign  sysboms. 

system 

Account  is  kept  of  the/ cars  while  on  foreign  linos  and  a charge  of  ?•'  f 
per  liem  i 's  made  for  bheir  use;  a similar  charg  i bed 

by  other  roads  for  the  use  of  their  cars.  In  practice  a considerable 
proportion  of  these  payments  are  cleared  between  the  various  roads 
without  the  payment  of  cash.  ( The  arrange me i t is  somewhat  similar  to 
bank  clearings)  Prior  to  July  1st,  1908,  the  total  payments  of  the 
railroad  were  balanced  against  the  total  receipts  and  the  difference 
carried  as  a credit  cr  debit  balance  to  income  or  operating  expense,  as 
the  case  might  be.l  Prom  July  1st,  1907  to  July  1st,  1908,  the  acc  jur.t 
was  handled  through  the  Clearing  Account— Hire  of  Equipment.  The  Cr- 
tain  allowances  were  made  for  depreciation,  but  with  this  exception  the 
balance  was  "carried  as  a debit  or  credit,  as  tte  case  may  be,  to  In- 
come Account  as  "Hire  of  Equipment. Since  July  1st,  1908,  the 
Clearing  Account — Hire  of  Equipment- -has  been  eliminated  and  the  "en- 
tire amounts  of  payments  and  receipts  for  equipment  interchanged  or 

otherwise  acquired  cr  let  out  for  use  being  carried  directly  to  the  In- 
3 

come  Account".  The  question  is  Which  of  these  three  methods  should  bo 

regarded  as  correct  in  do terming  gross  revenue  of  the  Illinois  Central. 

From  the  standpoint  of  the  railroad  the  free  interchange  of  cars 

freight 

is  primarily  a convenience  to  the  shipper  and  since  all/cars  of  the 
same  type  are  practically  the  same  it  makes  little  difference  whether 
it  uses  its  own  cars  or  those  of  a foreign  road.  Consequently  the  per 
diem  charges  are  really  a nominal  payment.  The  net  balance  is  the 
item  which  really  interests  the  officers  of  the  railroad.  In  fact  a 
universal  pooling  of  freight  cars  has  been  suggested,  in  which  case  the 
nominal  ownership  would  be  even  less  important  than  ac-  present.  Thus, 
it  seems  manifestly  unfair  to  the  road  to  assume  that  the  total  gross 
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receipts  from  per  diem  ana  car  mileage  constitute  a part  of  its  gros 
revenue.  This  appears  especially  unjust  when  that  gross  revenue  is 
subject  to  taxation. 

jher  1 , the  I terstate  Commerce  Commission  in  its  la- 

tost  ruling  3 has  adhered  to  the  strict  accounting  principle  that  all 
receipts  of  the  corporation  should  be  carried  to  income  account  without 
deduction  of  any  kind  whatever,  while  all  expenditures  should  be  car- 


ried to  corresponding  accounts  on  the  expense  side  of  the  ledger.  No 

one  would  dispute  the  theoretical  correctness  of  this  position  and  even 

r 

from  the  purely  practical  standpoint  it  is  probably  justified  by  great© 
clearness  in  the  accounts  of  th©  railroads. 

Nevertheless,  the  fairness  of  such  an  arrangement  when  used  in  de- 
termine revenue  subject  to  taxation  may  be  questioned.  Ac  stated 
above,  since  the  railroad  is  interested  in  having' use  of  cars  of  partie 
ular  kinds,  not  in  the  ownership  of  those  cars,  it  is  reasonable  to  re- 
gard the  net  car  balance  of  the  system  as  a whole,  or  at  least  the  net 
balance  against  particular  reads,  as  the  real  equipment  loaned  to  other 
companies.  Therefore,  from  the  economic  standpoint,  such  an  arrange- 
ment represents  the:  equipment  revenue  from  which  should  be  subjected  to 
the  charter  tax. 

On  the  other  hand,  there  is  the  legal  view  that  the  cars  are  tech- 
nically owned  by  the  railroad  and  that  each  car  is  loaned  just  as  a 


track  or  building  is  leased.  Consequently,  the  gross  receipts  from  the 
rental  of  such  cars  should  be  carried  to  revenue  account.  The  fact 
that  the  company  is  forced  to  use  cars  of  other  roads  is  unfortunate, 
but  any  expenditure  for  the  same  is  a charge  tc  operating  expenses,  not 


a deduction  from  income. 

holds 

While  the  writer  that  such  a conclusion  is  unjust  the 

fiction  of  legal  ownership  is  so  strong  that  he  is  forced  to  believe 
the  courts  will  cling  to  that  x contention,  especially  in  view  of  the 
ruling  of  the  Interstate  Jem oerce  Commission. 

2 X-C'C-  claB  'ification  of  Operating  Bavaa  Expenses, 
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So  Tar  the  discussion  has  related  to  cars  of  the  Illinois  Central 
R.R.  Co.  used  Oi-f  of  the  system.  In  addition  to  this  use  of  equipment 
these  cars,  as  ret  erred  to  above,  are  used  to  a greater  or  les.  exoer.t 
on  non-xfUi  ter  roads  ano.  the;  state  claims  that  a charge  should  be  made 
subis iaary  roads  in  the  same  way  it  is  made  foreign  companies.  Accor- 
ding to  the  reasoning  advanced  in  case  of  company  material  hauled  for 
subsidiary  roads  and  terminal  properties  used  by  them  it  seems  clear 
that  this  contention  should  be  accepted.  It  is  subject  to  the  limita- 
tion, however,  that  equipment  of  the  Illinois  Central  R.R.  Co.  includes 
only  such  equipment  as  properly  belongs  to  the  charter  lines. 

Iho  pc  eceeaing  discussion  may  now  bo  summarized; 

(1)  Revenue  derived  from  the  lease,  rental  or  use  of  equipment 
belonging  to  the  charter  lines  should  be  subjected  to  the 
charter  tax. 

(2)  Such  equipment  should  include  all  equipment  owned  by  the  Il- 
linois Central  R.R.  Co.  permanently  located  on  the  charter 
lines  and  a specified  proportion  of  the  remainder  to  be  de- 
termined on  some  agreed  basis. 

(a)  Revenue  derived  from  use  of  equipment,  may  be  either  net  bal- 
coce  in  favor  of  company  or  else  total  receipts  received  from 
us::  Ox  the  same,  without  deductions  of  any  kind. 

(4)  In  either  case  all  equipment, revenue  from  the  use  of  which  is 

subjected  to  the  charter  tax,  should  be  exempt  from  local 
taxati on . 

( > A chaTgo  snould  be  made  for  tne  use  of  charter  equipment  by 

“^5  111188  and  r°Venua  ^ should  be  SeaLd 

i-  tn,.  oumo  manner  as  cuhnr  revenue  from  equipment. 

24  Mi  sc  o 1 1 ane  c us . 

Items  under  this  heading  should  be  treated  according  to  the  genera 
pxinciples  outlined  in  the  proceeding  pages. 

IV  INCOME  FROM  INVESTMENTS . 

This  is  F’rhaps  the  most  important  single  point  in  dispute  between 

the  State  and  the  Railroad.  The  situation  is  as  follows: 

A.  various  periods  from  1877  to  1909  the  Illinois  Central  R.K 

CO.  has  bought  stocks  and  bonds  of  other  corporations  to  be  held  for 

purposes  of  investment  or  of  com  - n mv,- 

ox  con t,x  ol . The  money  to  purchases  these  se- 
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clarities  has  come  in  part,  from  oho  nop  income  of  the  corporation,  in 
pane,  from  the  sale  of  stock  ard.  bonds  of  one  kino  and  another.  With 
slight  exception  these  various  investments  have  been  made  for  the  pur- 
pose of  controlling  subsidiary  companies,  and,  as  shown  in  Chapter  I, 

! Hi i o - ' itral  R.R.  to.  nows  owns  or  otherwise  controls  practi- 

cally all  the  outstanding  securities  of  those  corporations.  The  rail- 
roao  property  owned  by  them  has  been  leased,  under  authority  of  the 
Act  of  is.rr.  In  fact,  the  pur<  has  r ub  l > i 

^een  ma,<^e  1V1  -rl  primary  object  of  strengthening  the  control  give 
lease.  According  to  the*  decision  of  the  Illinois  Supreme  Court  in 
I.C.R.R.  vs.  Irvin  the  charter  of  18fl  gives  the  Illinois  Central  no 
right  to  own  or  operate  non-charter  railroads --the  authority  for  such 

leases  as  have  been  made  comes  from  the  general  railway  act  of  l8fT 

anu  0/1  ! Question  is,  therefore,  whether  the  purchase  of  corporation 
stocks  and.  bonds  was  authorized  by  the  original  charter.  If  such  is 
the  case  it  may  be  asrumed.  that  revenue  from  the  investments  is  subject 
UC  Chart,Gr  if  t'he  contrary  view  be  taken,  i.e.  the  purchases 

wore  made  under  authority  of  the  lerr  act,  these  investments  should  be 
treated  in  the  same  manner  as  leased  or  owned  lines  controlled  under 
authority  of  that  -law.  It  is  taken  for  granted  that  only  such  re 

as  is  derived  from  operations  authorized  by  the  charter  .is  subject  to 
the  charter  tax. 

33eioic.  proceeding  with  the  argument  ,it  is  necessary  to  make  a fur- 
toer  as  option  that  the  charter  of  the  corporation  permits  it  to  hold 
s cooks  ana  bonds  of  other  corporations.  The  purchases  have  been  made 
on  the  ground  that  corporation  securities  are  "personal  estate",  since 
right  to  hold  such  property  is  not  authorized  specifically.  Such  a 
construction  of  the  term  "personal  estate"  is  questioned  by  many  emin- 
ent legal  authorities  and  certain  decisions  of  the  courts  have  seemed 

' 1 Jj  vl  ' Should  the  state  or  federal  Supreme  Court  adopt 

E“tj  is  ue  will  be  completely  titered. 


this  interpretation  the  points 
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Investment,  in  corporation  stocks  ami  bonds  would  bo  ultra  viros  and 
’ ’•  111  iu.vir-  Q antral  R.R.  Go,  would  have  no  right  to  receive  an  income 
irom  the  same.  Consequently,  there  would  be  no  revenue  which  could  be 
subject  to  the  charter  tax. 

Accepting  the  assumptions  given  above  we  are  new  in  a position  to 
compare  the  arguments  pro  and  con  on  this  question.  The  arguments  in 
favor  of  a taxation  of  revenue  from  all  investments  may  be  summarized, 
hviu- . ihe  charter  empowers  the  Illinois  Central  to  construct  a rail- 
id, . operate  the  same  and  to  convey  ana  hold"  real  and  pie  - al  :r 
which  may  be  needful  to  carry  into  effect  fully  the  purposes  and  ob- 
jects 01  this  Act”1  If  the  term  personal  estate  covers  corporations 
securities  it  seems  evident  that  the  company  could  invest  in  whatever 
stocks  and  bonds  wore  needful  to  carry  into  effect  "fully  the  purposes 
ana  objects  of  this  Act".  Minority  or  majority  interest  in  foreign 
railroads  would  further  the  operation  of  the  chartered  lines  and  might 
oe  necessary  for  the  proper  management  of  the  same.  Consequently,  in- 
v do  tmoxit  in  securities  ox  such  companies  would  come  under  the  powers 
granted  by  the  charter.  While  the  charter  dc.es  not  authorize  the  con- 
struction of  such  linos  it  is  not  a necessary  implication  that  purchase 
of  the  companies  *s  securities  is  ultra  vires.  Such  a contention  is 
substantiated  by  the  fact  that  prior  to  18fF  the  Illinois  Central  pur- 

ohasea  securities  of  the  Ohio  & Missis  ip;ri  and  Peoria  & Oquaka  rail- 
roads . 

0..  the  oJi...r  baud  it  is  argued  that  the  extensive  purchase  cf 
securities  ms.de  since  1877  is  not  authorized  by  the  charter  cf  len, 
bus  by  the  general  railways  laws  of,  lerr  and.  following.  In  the  case  of 
I.o.r.r.  vs.  Irvin  the  Illinois  Supremo  Court  held  that  the  charter  did 
net  authorize  the  construction  of  railroads  other  than  the  charter 
linos.  since  the  powers  of  a corporation  must  be  construed  strictly 

.Illogic-,1  permit  the  company  tQ  <a0  indirectly  what  it  is  net 
authorxzoa  ,o  oo  by  direct  means.  Moreover,  since  the  various  purch- 
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asos  were  made  in  connection  with  the  lease  or  subsidiary  reads  it  is 
evident  that  they  wore  an  integral  part  cl*  the  extensions  and,  natural- 
ly, would  be  authorized  by  he  same  laws  as  the  leases  proper.  lost 
important  of  all,  the  Illinois  Central  R.R.  Co.  through  its  ownership 
of  the  stocks  ana  bonds  of  the  subsidiary  companies  virtually  ;wns  thee 
companies  and  the  income  that  it  receives  from  the  investments  is 
il-ly  nominal.  The  Illinois  Central  R.R.  Co.  p 
the  subsidiary  road,  which  in  turns  pays  back  the  money  to  the  les  ee 
•in  the  form  of  interest  on  bonds.  At  best  this  is  a cumbersome  ar- 
rangement and  is  clearly  nominal.  Now,  if  a simple  method  of  organiza- 
tion were  adopted,  e.g.  that  followed  in  the  case  of  the  Purchased 

y 

Lines,  the  lessee  company  could  do  away  with  its  ownership  of  subs idiar 
company's  securities.  Under  the  new  new  conditions  there  could  be  no 
question  of  interest  on  investments  since  there  would  be  practically  nc 
in vos ^rnout . I i brief,  the  argumnt  is  that  the  investments  of  the  Illi- 
nois Cor  oral  are  not  authorized  by  the  charter,  but  by  the  general 
railway  laws  cf  tha  state  and  to  tax  revenue  received  from  such  in- 
vestments is  virtually  to  tax  the  net  income  of  subsidiary  companies. 

It  is  not  difficult  to  choose  between  the  two  arguments.  It  is 
poixoctly  clear  that  the  revenue  derived  from  investments  is  merely  a 

nominal  revenue  and,  as  stated  above,  represents  the  net  income  cf  sub- 

A ...  'k110  Central ' s income  from  the  bonds 

XOcv0-°.  Accordingly,  tc  tax  tfeis-ineeaft  is  to  tax  the  subsidiary* 

company os . Since  these  roads  have  benefited  in  no  way  by  the  land 
grant  and  are  not  and  cannot  be  exempt  from  ordinary  state  and  local 
taxation  it  is  manifestly  unfair  tc  impose  this  additional  burden  upon 
° c nipc.ny . A^t  best,  the  right  to  tax  the  income  derived  from  in- 
vestments  is  due  tc  a hignly  technical  interpretation  of  the  charter, 
wane  the  enforcement  of  such  a tax  would  result  in  a reorganization 
of  the  company  whereby  the  holding  of  subsidiary  securities  would  be 

eliminated . 
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The  above  statement*  applies  tc  owners] 
iary  lines  acquired  since  1867.  It  woulo  also  apply  to  shocks  and 
borw  s of*  nominally  independent  corporations,  e.g.  Y&MV  or  IS,  which 
really  subsidiaries.  Whore  the  company  obtains  an  income  from  invest- 
ments  in  foreign  corporations  pertaining  more  or  less  directly  to  the 
charter  lines,  e.g.  Chicago  Union  Transfer,  it  seems  reasc  .able  to  in- 
clude that  income  in  the  statement  cf  revenue  subject  to  the  charter 
tax.  However,  the  amounts  involved  are  merely  nominal  and  do  not  de- 
serve attention  except  for  the  principle  involved. 


26  Interest  on  Money  Loaned. 

This  item  covers  interest  received  by  the  company  on  cash 
leaned  to  banks,  trust  companies  or  individuals  when  the  same  was  not 
needed  for  purposes  of  operation.  As  the  demands  cf  the  corporation 


vary  from  day  to  day  it  is  customary  to  keep  on  hand  very  considerable 
sums  of  money  to  meet  current  or  uncurrent  demands.  At  times  the 
amount  on  hand  totals  several  million  dollars.  This  is  usually  a 
loaned  out  to  individuals  or  corporations  either  on  time  or  demand  and 
a small  revenue  derived  from  the  same.  The  contention  of  the  state  is 
that  all  such  revenue  should  be  subject  tc  the  charter  tax. 


In  analyzing  this  revenue  we  find  that  it  belongs  to  the  operation 
ox  one  system  as  a whole,  not  to  the  operation  of  the  charter  road.  If 
the  argument,  relating  to  income  from  investments  be  sound  this  revenue 
might  be  divided  into  two  parts;  first  that  part  belonging  to  the  char- 
° :r  lin  !SJ  second,  one  part  belonging  to  non-charter  lines.  Perhaps  a 
fair  method  of  division  would  be  to  divide  the  receipts  between  the  two 


parts  m tno  proportion  of  gross  revenue  from  operation.  The  amount 
carried  tc  revenue  should  be  the  gross  amount  receives,  not  the  net 


balance . 


27.  Mi s c e 1 1 ane c us  Income 


Tnis  should  be  treated  in  the  same  man  -r  as  item  26. 
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REVENUE  PROM  OUTSIDE  OPERATIONS. 


IT'  lor  Mils  head  come  all  oper;  Lons  • ) u :d  by  th  il 
provided  for  in  previous  accounts,  that  is,  those  which  are  not  con- 
nected with  transportation  by  rail  or  are  only  inoirectly  incident 
there  bo . 


In  its  demurrer  to  the  amended  bill  of  Complaint  the  railroad 
takes  is;  ue  fairly  and  squarely  with  the  State  or.  the  principle  that 

operations  not  pc rtaining  to  the  railway  operations  of  the  charter  line 

-1 

are  not  subjected  to  the  tax.  In  this  group  of  questions,  as  i 
others,  the  real  issue  is  confused  by  the  legal  sublties  of  the  case 

it  is  necessary  to  revert  to  fundament  principles  to  obtain  a clear 
view  of  the  situation. 

In  the  introductory  part  of  this  chapt er  the  following  principle 
was  advance:  Revenue  from  operations  authorized  by  the  charter  of  18T1 

but  not  common  law  duties  of  the  cannier  should  be  subje  id  tc 
charter  tax  when  they  are  carried  on  by  the  Illinois  Central  R.R.  Co  or 
by  parties  acting  as  its  agent.2  The  as  umption  upon  which  this  prin- 
ciple was  made  is  clear.  The  only  powers  conferred  by  the  charter  were 
to  build,  maintain  and  op;  rate  a railroad  from  Chicago  to  Cairo  and 
±roi!i  C ■ tralia  to  E.  Dubuque.  It  was  ;vic  tly  he  i Lo  >f 

Legisl  tor  i tc  subject  to  the  reve  tax  all  revenues  derived  from  oh  ; 
operation  of  the  charter  lines  and,  therefore,  the  questions  to  be  an- 
-*-’1  ^ '->o  outside  operations  are;  1st,  is  the  operation  au- 

thoi.izt id  by  on  ; charter?  2nd,  is  it  performed  by  the  carrier  cr  its 
agent?  3rd,  If  performed  by  outside  parties  is  it  a common  law  function 
of  the  Illinois  Central  R.R. 

Tne  various  items  included  in  the  Interstate  Com  ere e Commission 
Classification  of  Revenues  from  Outside  Operations  will  be  taken  up  in 
oid<..r  and  their  relation  to  the  charter  tax  discussed  according  to  the 
questions  outlined  in  the  last  paragraph.  Where  operations  are  not 
carried  on  by  the  Central  no  reference  to  the  principles  need  be  made. 
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27.  Boat.  Lines. 

The  Illinois  Central  R.R.  Co.  performs  no  operation  of  this 
kind  which  relates  t,o  ohe  charter  li  '.es . 

28.  Perry  I.ines . 

No  operation  of  this  character  is  performed  by  the  Illinois 
Central  in  connection  with  its  charter  lines. 

29.  Harbor  Terminal  Transfers. 

No  operation  of  this  character  is  performed  by  the  Illinois 
Central  in  connection  with  its  charter  lines. 

50.  Electric  Railways. 

No  operation  of  this  character  is  now  performed  by  ohe  Illi- 
nois Central  in  con  action  with  its  charter  lines. 

31.  Express  Li ne s . 


No  operation  covered  by  the  Classification  of  Outside  Opera- 
tions coming  under  this  head  is  performed  by  the  Illinois 
Central  R.R.  Co  in  con  action  with  its  charter  lines. 

32.  Cab  and  Omnibus  Service. 

All  Cab  and  Omnibus  sernces  in  Connection  with  the  charter 
lines  are  handled  by  private  parties  who  are  not  directly 
connected  with  the  railroad  company  and  who  are  operating 
und a r muni c i pal  crdi nano e s . 

35.  Sleeping-Car  Service. 

The  question  is  presented  whether ‘ receipts  of  the  Pullman  Car 
Company  derived  from  operation  of  cars  over  the  charter  lines  should  be 
as  r )v  mue  of  ode  Illinois  Central  and  thus  b j subj 


the  gross  receipts  tax. 

First,  There  is  no  question  whatever  that  the  Illinois  Central  R.R 
co.  has  authority  under  its  charter  to  own  and  operate  sleeping  cars. 
Tnis  road  was  one  of  the  first  to  commence  the  use  of  sleeping  cars  and 
prior  to  July  1st,  1891,  the  Company  managed  this  business  itself.  The 

only  authority  for  such  action  cams  from  the  charter,  since  the  =-eneral 
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statutes  of  the  state  did  not  confer  addition  rights  upon  the  company 
so  far  ns  the  operation  of  the  charter  lines  is  concerned. 

Second,  A.  t present  the  mnagement  cf  sleeping  cars  .is  carried  on  by 

the  Pullman  Car  Company,  which  legally  is  net  the  agent  of  the  railroad 

It  should  be  noticed  the  , he  furnishing  of  Pullman  or  sleeping  car 

cilities  is  entirely  distinct  from  the  movement  cf  the  pas  engers . The 

m 

Illinois  Central  R.R.  Co.  contracts  with  its pas  engers  to  transport  the 
between  points  designated  by  their  respective  tickets.  It  makes  no 
difference,  to  the  passenger  whether  the  cars  in  which  they  trav  1 ob- 
long to  the  carrier  or  are  leased  by  it£  from  outside  parties,  provided 
the  accomodations  are  good.  The  latt  i'S  ; it  pres  m 

ter  of  extra-fare  service.  When  the  railroad  company  provides  equip- 
ment for  the  transportation  of  passengers  to  their  destination  it  is 
performing  its  full  legal  obligation.  For  that  service  it  collects  the 
usual  fares,  which  are  entirely  distinct  from  charges  for  berths  or 
seats . The  total  receipts  from  this  transportation  service  is  credited 
to  the  charter  lines  and  is  subjected  to  the  charter  tax;. 

Thr  xu  nisaing  of  sleeping  car^  or  Parlor  and  Chair  accomodations 
is  another  matter  from  that  mentioned  in  the  preceding  paragraph.  In 
‘•ss  me j-  the  railroad  states  thus  to  .its  passengers : We  will  carry  your- 
sell  and  baggage  in  ordinary  railroad  cars  for  a specified  rate.  That 
is  “'ll  <•  - d s legally  be u id  to  do.  Now  for  your  own  convenience  we 
till  substitute  for  part  of  our  coaches  equipment  with  accomodations 
superior  to  the  average.  If  you  desire  to  use  the  same  you  must  pay  an 
extra  charge  to  the  parties  owning  the  cars.  In  Law  the  railroad  is 
liable  tc  the  passenger  for  damages  resulting  from  the  operation  of  its 
trains;  it  is  not  liable  for  damages  resulting  from  accidents,  etc.  due 
primarily  tc  the  management  of  the  sleeping  car  when  the  same  is  owned 
by  another  party.  Virtually,  the  sleeping  car  is  a hotel  on  wheel  at- 

governed  by  the  same  rules  as 


tacheo  to  the  train  which  is 


a hotel. 
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If  the  Illinois  Central  finds  it,  advantageous  to  p inform  this  spe- 
cial or  optional  service  itsel'f  it  must  do  so  under  th  : authority  of 
its  charter,  just  as  it  handles  merchandise  under  that  charter.  Con- 
sequently, when  it  does  so  all  money  received  from  that  service  is 
Subject  oo  the  charter  tax.  This  principle  was  accepted  by  the  company 
and  so  long  as  it  operated  its  sleeping  cars  itself  it  paid  she  oax. 

If  the  company  owned  or  leased  the  cars  and  then  farmed  out  this 

service  to  another  corporation  for  a lump  or  contingent  amount,  ther 

this  second  party  would  be  acting  as  agent  of  the  railroad  and  the  to- 

f ormar 

tal  or  gross  r venue  derived  by  the  latter  should  be  subjected  to  the 

tax. 

But  the  present  arrangement  with  the  Pullman  Company  is  different 
from  either.  As  stated  above,  the  Illinois  Central  agr  s to  haul  the 
cars  of  the  Pullman  Company  free  of  charge  in  return  for  the  privilege: 
O-L  having  its  pas  angers  ride  in  them.  To  that  ext  at  the  cars  are  th  ; 
-'/s  of  th  ; Comp  my.  How  v r,  .*>•  Pul  lm"  C Dmpa  y ;x- 

i i ar  : for  a strictly  optional  service,  it  is  doing  so  under  a spe- 
cial charter  granted  it  by  the  state  of  Illinois  and  not  as  agent  of 
o.v : x ailxvn .j , e i ther  actually  or  legally.  As  in  she  case  of  train  pri- 
vil  :ges  it  a finally  1 :ases  space  in  the  equipment  of  the  company  for 
a special  use  and  charges  for  the  same.  This  line  of  reasoning  has  al- 
ready been  gone  over  more  than  once  and  it  is  unnecessary  to  continue 
it  lurch  rr.  It  may,  therefore,  be  accepted  that  extra  charges  made  for 
tn  ; use  oi  sleeping  car  accomodations  should  be  subject  to  the  tax  only 
tnen  the  service  is  performed  by  the  carrier  or  by  its  recognized  agent 
Tms  is  not  done  at  present  and,  consequently,  no  revenue  is  subject  to 
the  tax,  since  the  Pullman  Company  pays  the  railroad  company  nothing 
for  t.ne  hand  1 ing  of  its  cars . $ 
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It  Uo-.d  to  be  the  custom  for  the  railroad  to  pay  the  Pul]  "-  r 
pany  so  much  per  mile  for  the  us-  of  rhP  pvm  Ullfflan  CoE] 

practice,  has  be  n abanacnaa  on  ^ 
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I ti’hf?  • ^ i't  i s assumed  that,  the  runni  lg  of  sleep j 

ir>  viol,  common  law  func tion  of  ;ai-lroad . Ao  present  this  in  perhaps 

s 

not  strictly  true.  The  courts  might  comp  oil  a carri  :r  to  place  si  : p 
on  its  : s,  but  there  is  no  record,  of  such  a case.  It  .is  certainly 
true  that  the  operation  of  sleeping  earn  was  not  a common  law  duty  of  a 
railway  carrier  at  the t ime  the  Illinois  Central  was  chartered. 

54.  Parlor  and  Chair  Car  Service. 

The  line  of  argument  is  the  same  as  in  the  preceding  item. 
Where  the  service  is  performed  by  the  railroad  the  extra 
charge  should  be  subject  to  the  chart  r tax. 

3 r . D i ni  i ig  av  id  S p e c i a 1 C ar  S • rv  i c a . 

Apr  ar  sntly  exception  to  t he  general  rule  should  be  made  in 
the  case  of  dining  car  service  so  far  as  the  revenue  comes  from  the 
sale  of  food.  Furnish!  g its  patrons  with  food  and  drink  is  not  com- 
monly considered  a transportation  matter  and,  strictly  speaking,  it  is 
...  However,  wh  o s undertake  this  service  is  does  so  as 

an  incident  of  its  other  duties  and  acts  under  its  railway  charter.  To 
that  extent  the  furnishing  of  food  when  performed  is  as  much  a part  of 
its  service  as  the  providing  of  more  comf ortable  chairs  or  of  sleeping 
apartments . Any  distinction  betwe  tne  two  is  one  of  degree,  not  of 
kind,  :ind  so  long  as  the  extra  charges  resulting  from  special  facili- 
ties ar?.  subject  So  the  tax  so  should  revenue  derived  from  the  sale  of 
food  arm  drink,  provided,  of  course,  that  the  servic  is  performed  by 
the  carrier  or  ids  agent.  Nor  is  it  any  mere  proper  to  deduct  the  cost 
of  the  food  than  to  deduct  the  extra  expens e incurred  in  running  parlor 
cars . 

» 

36.  Electric  Light  and  Power  Plants. 

No  service  of  this  character  is  performed  by  tie  Illinois 
Central  R.R.  Co.  in  co  election  with  its  charter  lines. 
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37.  Gris  Producing  Plants. 

Ho  o .'i  vicn  c±  i his  character  is  performed  by  th'.  Illinois 

u :’A  L'-'al  R,R*  Co-  in  con  ection  with  its  charter  lines. 

38.  Canals. 

No  service  of.  this  character  is  performed  by  the  Illinois 

Cnatrol  R.R.Co.  in  coanectionwith  its  charter  lines. 

39.  Grain  Elevators. 

A"  xn  : °th®?  W?8  comln8'  er  Outside  Op  -atioi  s rev 
oert  fid  by  the  charter  lines  from  the  operation  of  grain  elevators 

SU^ect  ‘ t0  tax  ■'  ' ipara  ic  Is 

1 ' T'  ' building :p  - id  by  the  eailroad,  but  leased  to  an 

outs  : , party  which  is  acting  entirely  independent  of  the  transporta- 
tion company  the  rent  for  the  use  of  company  facilities  only  should  be 

subjected  tc  the  tax.  (Of.  item  p - •«  , i , • 

v Xlj  Ren°  ^ Buildings  ana  Prop*,  rty,  p.  ] 

40.  Stock  Yards. 

Tie  argument  Is  the  same  as  in  tne  case  of  Grain  Elevators. 

dommncial  Telegraph  and  Telephone,  Lines. 

ITo  s 0pv  ice  oi  this  -»  ^ 

cxwacter  is  performed  by  the  Illinois 

^*WX  R,H‘  Cc-  ln  crecti“  Its  charter  lines  ,,hich 
?0Uld  e°*e  under  the  beading  Outside  Operations. 

42  * Hotels  ana  Restaurants. 

_ . Th3  Prltl0lEle  lOTdlV3d  in  tois  ^ * It  the  same  as  in  items 

Irani  and  Station  Facilities  n-  io  m- 

12 ’ ana  Dlning  and.  Special  Car  Sen- 

V1C°'NC-5-  *"**•  - m station'i-dom,  -ov  - 

otner  .anilities  that  amount  should  be  credited  to  Rent  of  Buildings 

aila  Ot,}lor  Property.  Where  the  e „ - • 

thG  Service  ls  Performed  by  independent  par- 

■7ith  no  other  connectLon  with  the  railroad  than  the  payment  of 
' ~ - *****  0-  included  i th 

■ ■ — - - ■ of 

da  . gross  proceeds  derived  -?*-»•» «--  +-u 

operation  should  be  s Ejected  to  the 

charter  tax. 
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43.  Am  us;;  me  os  Park  s and  Resorts  . 

No  sorvicp-  of  this  character  in  pe rf ormed  ty  the  Illinois 
ten  deal  R.R.  Co.  in  connection  with  its  charter  lines. 

44.  Coal  Storage  Plants. 

No  service  oil  this  character  is  p;  rformod  by  the  Illinois 
Central  in  connection  with  its  charter  lines  which  would,  be 
included  in  Outside  Operations. 

Gold -Storage  Plants . 

No  service  of  this  character  is  p:  rformed  by  the  Illinois 
Central  in  connection  with  its  charter  lines  which  would  be 
included  in  Outside  Operations. 

Commercial  Ice-Supply  Plants. 

Ifo  service  of  this  character  is  p rformed  ty  the  Illinois 
Central  in  connection  with  its  charter  lines  th  ich  would  be 
included  in  Outside  Operations. 

Public  Toll-Bridge  Service. 

Ho  s :rvlce  of  «»is  character  is  performed  by  the  Illinois 
Central  in  con  action  with  its  charter  lines  * ich  would  be 
included  in  Outside  Operations. 

48 . Mi  s c e 1 1 are  o us , 

Any  revenue  derived  by  the  charter  linob  • 

j .i -nx  o -±  lines  irom  this  account 

Should  follow  the  rules  established  in  previous  accounts. 

?t  3 th"  aCC0Unt,S  frcm  1 t0  48  inclusive  is  included  all  revenue  be. 

riv  :d  o y the  charter  lines  of  the  Illinois  Cent  — i wbtVb 

iUUUio  t^ntial  which,  m any  way 

ba  8UbJ’Ct  t0  the  However,  the  State,  i its  suit 

SSB1"'SC  Wr’  C°"PaDy>  pr3sents  cartsi“  Claims  which  relate  to  aspeete-e 

atem  ° of  rsvenue  sUbJ3Ct  t0  tdxa  tax  at  - . 0 com5  „i 

U ,r  Ul‘  Val’10US  acccun™  given  above..  They  refer  to  the  following 

(a)  Cairo  Bridge;  Dubuque  • : ,,  , . 

Ohio  at  Cairo;;  (d)  shipme  >etw  oUnti-  a d nnint 

1 u^unu,j  c*  o.  points  south  of 

Cairo. 
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TU  : question  of  the  Cairo  Bridge  arbitrary  is  sh  : most,  important. 


single  point  in  the  suit  between  tlr  railroad  and  the  5 tat'-  and  may  b ; 

foil  00  review  briefly  the  character  of  existing  arrant, eme nts . As 

Illinois 

stated  in  Chaps  or  I the  Cairo  Bridge  from  Cairo/to  E.  Cairo,  Kentucky, 
was  built  i 1 1887-1889  by  ■ ■ C. St, I|,&N, 0.  i Lai 

of  sue  State  of  Kentucky,  at  a cost  of  approximately  $2,600,000,  a 
Ju:-a  2 .,  1890,  is  was  1 *ai  i Sc  Illi  el'  >al  R.R.  Cc.  for  a 

term  of  592  years  at  an  annual  rental  of  $180,000.  Since  that  date  the 
Illinois  Central  R.R.  Cc.  has  made  a deduction  o arbitrary  of  2$  pe  -> 
hunctr a d weight  on  freight  and  2r  f,  per  person  for  passengers  crossing 
this  bridge.  Such  charges  were  authorized  by  the  special  charter  ob- 
1 ■'  • . L.&N. 0,  ^ In  she  reports  of  the  company  revenue 

from  she  bridge  arbitrarias  ir.  stated  as  "Revenue  from  Interstate  Tra  5 
j from  1890  So  October  31st,  1906,  has  amou 
Sj  n $14, 99r ,441.87.  So  far  as  legal  ownership  is  concerned  the 
br:L'-'  is  divide^  ii  0 two  parts:  (a)  the  Illinois  approaches  extending 
iron  the  tracks  of  the  Illinois  Central  main  line  about  thre  -fourths 
of  a mile  north  of  the  city  limits  of  Cairo  to  the  state  line  on  the 

0 Lc  river;  (b)  she  bridge  and  Kentucky  ap  cc  c 
;x sending,  f cm  sne  state  line  to  connection  with  the  tracks  of  the 
C.St.L.^iT.o.  The  Illinois  approaches  were  built  by  the  Illinois  Cer- 
tral  under  authority  of  its  charter  of  1821. 4 The  bridge  and  Kentucky 
approaches  were  built  by  the  C.St.L.&N.O.  acting  under  special 
actl  Qf  un  : Kentucky  Legisla  t \ uic  ; y 0f  its  c]  art  r\ 

Since  1890  the  nrenue  riyec  from  the  bridge : has  b i . t0 

see  Illinois  lines  of  the  corporation  in  the  reports  to  the  Railway  and 
Commission  01  t s m'  ; the  taxing  situs  0 bri  -n 

in  Kentucky,  no  revenue  from  its  operation  is  reported  to  the  railroad 
commission  of  that  commonwealth. 

\ A:d  ■ " e -dne  V ,?r  DldCto  - ,1908,  ».54 
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Tixrs  Railroad  Comp  ny  has  not  reported  r ; venue  derived  from  the 
bridge  according  lo  tMe  following  argument:  The  Cairo  bridge  was  built 
°-v  C.S  .L.&NVG.  R.R.  Jo.  i y of  a si  : 

K'  u k'  Legislature.  It  is  . equitable 

own'  ;j'  " op  ■ ty . As  such  it  leased  the  bridge  go  the  II 

bbntfal  R.R.  Co.  for  a term  of  years,  which  company  thereby  became  the 
lawful  lessee  of  the  bridge  and  obtained  the  rights  of  the  C.St.L.&N.O. 
- that  reaps  ct.  The  special  act  ctt  the  Kentucky  Legislatur 
tne  v. barging  o.l  a specified  toll  and  the  Illinois  Central  R.R.  Cc  as 
lesse  of  the  bridge  and  acting  under  authority  of  the  lease  fixed 
tells  within  the  maximum  set  by  the  1 ;gislative  act,  viz.  2#  per  cwt. 
-----  freight  and  2,^per  pas  eager.  That  ioil/fo  --  us 
xrom  the  Illinois -Kentucky  state  line  to  the  main  line  of  the  c.St.L. 

& H,°*  R,R*  ' Tas  ' m6  ' subject  to  the  char  x pro_ 

ig  ' s iiii  - • Consequently,  the  s ate  of  Illi- 

L J£  ly  such  J - ‘is  1'dic  jlo  o\  bridg  bi 

has  over  the  pro-rate  assigned  the  Southern  Lines,  that  is,  the  aribt 
; : : :1^  - Juris ic  - I o p ovi . - irge  is  - - 

01  * 1S  aSSUm°'  d zhe  Purposes  of  the  argument  that  the  ap- 

proaches  to  the  bridge  as  distinct  from  the  bridge  itself  and,  also, 
thco  one  Illinois  approches  to  the  bridge  are  a part  of  the  charter 

1V  aS  SU°  ot  V-  ' " - - soigned  those  iin.  -..) 

111  0 °htr  ad i c t i on  to  this  argument  the  state  taxes  a radically  dif- 

L°  ’ Gi'  rather  two  Positions.  Jr.  the  first  place  it  cl 
that  the  Saise-Bsidg*  Illinois  Co  tral  R.R.  Cc.  ■ n : -ole  c r 

" ' Calt0  Bri  SI  - • - -ety  CO!  eol  bsol 

0 k 6f  1 an the  mo,-  - b0J  - lE 

- 0 a “ - Si-  6te  is  cas  -the  defends 
. hat,^VS  " ^id  & n:VeX>  has  aD,a>  as  -gainst  the  State  of  Illinois,  cc  de- 

**  De^Ser'tftoe;  ’ °'  b ' 8-10’  1908> 

1 Cx  Complaint. 


1-T) 


o.uc  L from  La:  gross  • :trnings  of  its  ch’vrooj?  lines  any  bridge  arbitrary 
account  of  said  airo  bridg  e,  or  any  expanse  whatever  for,,  said 

biicign,  but  that  the  mil  ;age  of  the  said  Cairo  bridge  should bo 

9 ■ S L'  ; ? 3 : r‘'iri  ' •!  ' •<<  mil  : ' - , h 

Claim  is  then  made  fe*  that  one  half  of  the  receipts  from  the  b *idge 
s.uoulo.  nave  > 3,nd  should  now  be  credited  to  the  charter  line’s,.,1 

fn-  second  position  of  the  State  is  almost  diametrically  opposed, 
00  ",l  ' p Stated  % on:  previous  paragraph.  In  short  it  reccgi  Lz  a 
the  right  of  the  company  to  charge  a bridge  arbitrary,  bdt  it  claims 
that  the  bridge  and  its  approaches  are  one  and  the  same.  That  bi  ng  sc 
Ij1'  ^ tempt  s to  prove  that  since  the  Illinois  approaches  were 

built  under  authority  of  the  charter  the  gross  revenue  cf  she  bridge 
should  b -nv:.  ;v,7e  n the  charter  and  non-charter  lines  in  the  prc- 

POrU°  " 1 ' ' 5 - L Illi  c L 

u0  - 1 5 ' Of  b.  Ldg  and  pproacl  n.  T ba,<=  i nr 

argument  is  that  the  bridge  and  the  approaches  are  one  and  the  same.2 
°f  °‘l  ' L':  positions  th  h 1 ■by  the  Illinois  C ai  is 

muc'^  mor  : ' abl^‘  p ; - ' a ? :um  t s of  Mr.  Boys  c 

^ all,  except  in  -ard  to  one  point  which  will  be  r f % oc  later# 

The  first  position  of  the  State  is  absolutely  untenable,  if  anything’ 
is  reasonable  in  fact  and  law  it  is  that  a mile  of  expensively  built 

IS  liO  G t/il  i S P f*  o ri-f* 

— khat  of  .v  mile  in  the  prairie.  The  decision 
t,ha  I 'E  P«~w»  .Cowu  : F , lgh  Bureau  v.  C.M.O.Stf.P. 

Ry.  maintains  that  view  bpye,  shad, ow., of  a o bt.3  , av  r,  i 

Cl  ^ooX*  tJlP«/G  GhP  pV)r'’  -*r  O i j:  ^ 

llnes  • L:  : 1 7 

Cairo  Sjrl°S  ;-  former  ^“contSructeSlh  Illinois 

1 ' L, K -“Cky  duder  a Kentucky  C,.vuv.  *tet>  M»  of 
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Fr e lg.at  Bureau  v.  C.N.O.&T.P  7 l r r -p 

'.J-.t.c.  Reports, 
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bridge  which  li  ;s  south  of  the  Ohio  river  is  no  more  a part  of  the 
Illinois  Central  R.R.  proper  than  is  the  mai  line  cf  the  C.  S t . L.  <*?N.  0. 
The  mere  fact  that  the  lessee  owns  the  entire  capital  stack  of  the  1 :s- 
sor  does  not  al ter  the  situation  in  the  least.  Even  if  the  1.  gal  fic- 
tic  of  • far  : jow.  »rsh,ip  be  not  mai  tai  .a,  i.  e.  if  ownership  of  a 
majority  or  all  of  the  capital  stock  of  the  C.S  t.L.&IT.O.  by  the  I.C.R.R 
C m.  «k  *s  t’i  late  :r  th  ; 'cmi- table  own  ex*  of  th';  f ormer  ' s pr  op  or'x.y , ev-  n 
ix  that  be  tru  , which  it  probably  is  not,  the  Kentucky  part,  of  the 
bridge  is  in  no  way  subject  to  the  charter  tax.  Therefore,  Judge 
Dickinson's  argument  may  be  regard.ee d as  complete  refutation  of  the 
claim  ■ 3 The  Judge's  m c - 

pi ear  that  the  arguments  n jd  not  be  ’ p . 1 

Th  : second  position  of  the  State  res  ts  on  a firmer  foundation, 

- m ' ak  j c*  ha  - Iva  y - u - . . 

1°  cc  ltQnd  Jd  tha  b . an  its  r - p . llriq.  ffhii  : 

true'  T;  'Tr*  c:l'  i?  7 -state  struc  ture  it  Is  op  be 

Ls  ~~  r-state  bridge.  In  fact  the  state  Supreme 

Coux-x  in  Board  of  Equalization  v.  The  People,2  seems  to  adhere  to  the 
pos i oi on  that  the  contrary  is  true,  as  may  be  seen  by  the  following 
quotation:  "This  ap  roach  (referring  to  the  Illinois  approach  of  the 
C^-xo  Bxiage)  must  b;  regarded  as  a switch  or  sidetrack  "needful  to 
c'-—  lnt'°  :^:l>  : c - the  P.urpos  s objects"  of  the  Ac.,  a, 

X.O  J. 

as  a branch  or-  later  /railro  n a -ov  ...  -n  . 

aiio  n . QEv  . • rx.  Boys  accepts  this  position 

when  he  says:  -Th-4-ppidg.i  **if  gnWo  , n - . 

7 ' > ' 3?b  L a;  ■:  r 3 

Pa  ' that,  arbitrary  ms  a reasoi  ble  oi  u.  .t  - oltrary 

ohculx.i  oi  deduct  ;u  iron  the  rate  before  dividing  the  through  rate, "ane- 
a&  lu  o._xy  on;:  discussion  further  must  result  in  a difficult  tangle 
•vnicn  will  be  confusing  to  botijfe  ides,.  Unless  . : s - ob 


2 ■ Boarh^o^  1908,  pp.340ff. 

3 ibid.  ^u,niz.,non  v.  uae  People,  229  111.  464. 

Ox-al  Argume  0 of  Judg^-Bi&kin&enr-p.  Mr.  Boys,  p.  418. 
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decision  contrary  to  the  Freight  Bureau  case  or,  adopting  th  : other 
view  of  the  Cairo  Bridge,  rests  its  suit  on  the  continuity  of  the 
bridge  and  its  approaches  and  obtains  a favorable  decision  on  that  poit 
unles  it  can  secure  such  result^,  which  is  hardly  probable , it  is  dif- 
ficult tc  se  how  it  can  maintain  its  side  of  the  case.  Therefor  .,  in 
th  ! fin.il  a.ialysis,  the  question  at  issue  is  not  the  ownership  of  the 
bridge  or  the  fact  that  the  bridge  and  approaches  are  the  same,  but  the 
a. C'.ubl  mess  ox  th  : charge  or  arbitrary  for  traffic  cross!  ng  the 
Ohio  river.  Mr.  Boys  r sally  acknowledges  this  when  he  states:  If,  how- 
ever, the  arbitrary  was  added  to  the  rate,  and.  that  arbitrary  was  a 
roasonaole  one,  and  one that  th  court  would  approve  as  reasonable,  when 
ohe  arbitrary  should  be  deducted  from  the  rate  before  dividing  the 

-1  As  J Dicki-  soi  says:  ’’The  amount  that  was  realized 
fi'Ojn  the  bridge  cuts  no  figure  unless  the  charge  was  an  unreasonable 
charge  for  the  services  performed."2  At  first  sight  it  may  seem  that 
a ...iff  .rent  result  would  be  obtained  if  the  bridge  and  approaches  were 
regarded  as  the  same  and  the  revenue  pro-rated  between  the  charter  and 
ion  c tarter  lines  in  the  proportion,  say,  of  mileage.  This  is  not  the 

'*  ’a"  'v'!i  • Ij-  ra,t,e  1 or  the  charter  lines  is  made  to  the  foot 

of  the  Illinois  ap  - h it  mu-  be  reasonable  for  that  distances  if 
the  length  cf  the  approach  is  added,  the  pre-rate  must  be  a reasonable 
amount  for  the  main  line,  plus  a reasonable  charge  for  the  approach,  or 
a reasonable  pro-rate  for  the  entire  distance.  If  an  arbitrary  ls  mod- 
for  the  bridge  and/approach  it  must  equal  the  reasonable  arbitrary  for 
el.  bxiage  aithoub  the  approach  plus  the  reasonable  charge  for  the  ap- 
proach; it  should  be  nei  - me  - or  I - - . r 

. ,bl..  -inid.^y  is  is  a question  that  will  be  oaken  up  in  the  next 
chapter. 
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The  s icond  point*  not*  pe  r gaining  to  the  I.C.C.  Cl  as  Lfic  ...  • • _ 

1 o>t*es  tc  Bunleith  \ l Dubuque  brid  ;e  fi  m E.  Dubuque  t Dubuqu  . 

The  pinciple  involved  in  the  case  ex’  this  brdige  is  ;xactly  simil  r oc 
Ln  rsg  . W1  ' 

differences  of  detail  and  need  not  to:  mentioned  here.1 

The  third  point*  not  diseased  as  yet  refers  to  the  trackage  rights 
01  the  Mobile  and  Ohio  R.R.  at  and  near  Cairo.  On  December  disc,  1898, 
one  HI. *0. R.R.  entered  into  a contract  with  the  Illinois  Central  R.R.  Co 
-l  j the  use  of  c :r unit.  of  the  charter  line  tracks  in  nr o.aoct t the  ci.y 
ox  Cairo,  including  depot  ana  other  terminal  facilities,  and  also  the 

O 

use  of  the  Cairo  bridge.  It  seems  that  no  amount  received  from  ohis 
agreement  has  been  credited  to  the  charter  lines  and  the  state  demands 

' 4hj  - to  Jh  C nx.  T 

Oc.  31st,  1906,  was  $1, 262, 0$4. "7.  The  Bill  Complai  Qt 

Su  : specifically  what  services  are  performed  for  the  M.&Q.R.R. , but 
xrom  other  sources  the  writer  infers  that  most  of  the  revenue  was  re- 
ceived from  the  movement  of  M.&O.  trains  over  the  Cairo  bridge.  Such 
lpt,S * of  coir  ' ’ - 1 b : -.ibu  it  just  th  o 

u **  v the  bridge . Th  L ider,  id  v.y,  is 

probably  a rental  paid  for  the  use  of  charter  line  facilities  at  or 
Gairo‘  T 1 ' - ; 1 no  quest!  i to  t iis . V 

s urns  are  paid  for  such  facilities  are  a proper  credit  to  ..he  revenue  of 
Cha  rtar  11  s »0U1  : s uo j i c t ,0  ;oS£  ; c in  0 tax, 

Tne  last  Point  to  be  raised  concerns  certain  practices  of  the  com- 
pany in  regard  to  the  movement  of  /.  carload  freight  from  Mounds,  Illi- 
nois, oo  points  south  of  the  Ohio  river.  Trains  to  and  from  the  Sou- 
thern Lines  are  made  up  at  the  Mounds  yards  and,  naturally,  that  point 


Sfn  ^.sument  of  Ju  ig  ; Dickinson,  Oc,..  8-10,  up  364 
g111  of  Complaint,  p.p.  iso  ff. 
dill  of  Complaint,  pp. 178-180. 

Ibid.  pp.  246-7. 
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: 'k'  oi  the  charter  liu  .r, . Sue h an  arra 

course,  is  incorrect,  since  the  terminus  of  the  charter  road  is  not 
iuju,  j.s  but  the  II  lino  is -Kentucky  state  line,  and.  pro-rates  shoul  be 
ad jus  t ed  for  this  o iff :renc e . 

The  amounts  alleged  by  the  State  to  be  due  from  the  Railroad  Com- 
pany are  quoted  as  they  are  given,  without  either  change  or  comment. 

L"  'r;  : sums  have  1 " b3  b )ks  comp 

and  it  is  reasonable  to  suppose  that  the  amounts  given  are  approximate] 
• Hc.v  v sr,  given  i o Jy  v f ] 

ana  in  practically  no  case  is  the  record  of  individual  shipments,  upon 
•t.ich  m, . y ox  th  is  j questions  should  be  decided,  given  in  f ull  or  in 
a.  As  Judg  Die  k bi  V.  pi  : - : "y  . , 

thousands  at  all.  Is  is  always  millions.  Anybody  reading  this  ill 

' ' ' ■ bbii g Ala i iln's  1 imp, 

Ck  'V--  u millions.  You  c 1 ot  s s anything  but  mil- 

lion r>  1 this  bill.  They  do  not  giv,  . .ails."1  f0 

utterly  impos,  ibla  to  crltlcizot  he  accuracy  of  the  accounts  given. 

°"X  * 60  faot>f  Just  me  10  and  th  ; - i vagu  ■ f 
Bill  oi  Complaint  presented  by  the  state  it  is  difficult  to  summarize 
uh  , u,  iges  tnat  would  result  from  the  adoption  of  the  method  of  ac- 
counting proposed  above,  s Without  a doubt  it  Would  increase  the 
^ 3r  ^ from  th  xarter  11  - ls  3ubJ 

seven  pr  cent  tax,  but  how  much  is  is  now  impossible  to  state.  Aside 

1>0m  tir:  Calr°  brtd8e  (UllS  ls  reaI1y  a question  of  proper  pro-rating) 

rou&n  ....  .ifc.os  - oulu  place  the  annual  increase  in  gross  eceip  s 

at  perhaps  $F00, 000  per  year-  cm.Mv 

* - -j.  bcviuly,  ou  bhr  i lguir-as  givon  by  bh  -> 

5 ’ ° ^ " WiC  ■'  “ * b»  i gain  i rev,  ueE  WOuld 

SUitW°r  'diile  is  a questio  rhich  we  ar  : 

cor nod  ad  praseno. 


1"6 


CHAPTER  VI-**. 


THEORETICAL  CONSIDERATIONS  INVOLVED  IN  THE  DISTRIBUTION 
OP  GROSS  RECEIPTS  BETWEEN  SYSTEM  SUBSIDIARY  ROADS. 

In  the . previous  chapter  a study  has  been  mad a of  wha  t items  of 
v iu  should  be  subj  ;Gt  to  the  r rven  per  cent,  charter  tax  of  the 
•Illinois  Central  Railroad  Comp  , y.  Th  ic  i - imai  th  qually  im- 
portant question  of  how  that  revenue  should  be  divided  between  the 
charter  and  non-charter  lines  of  the  system,  that  .is,  what  method  or 
matnous  of  pro-rating  should  be  adopted.  It  is  not  within  -the  scope 
ex  uhis  monograph  to  enter  into  a detailed  examination  of  the  various 
^q-rates  now  ii  doe.  iscussion,  therefore.  Mil  be  confii  ; 

o0  GnQorotical<  principles  together  with  a brief  outline  in  the  suc- 
re ;wi,ig  chapter  of  a pos  ible  method  of  making  a practical  yet  scien- 
tific distribution  of  gros  receipts.  For  the  purpose  of  .he  argument 
10  is  as  umed  that  the  Railroad  Company  should  account  item  by  item  for 
v ^ipm  - passing  oyer  its  charter  lines  n - h t - t . or 
intra-state.  That  duty  is  denied  by  the  corporation,  and  it  may  be  that 

SUi1  i£  f±  J U it  - v u subject  t an 

will  b limited  to  strictly  intra-state  busines  , in  which  case  one 
apcur^tp  .-.v  >t,em  of  pro-ratirig  will  have  almor  o . v - r p - -■ 

As  a word  of  explanation  in  regard  to  the  length  of  this  the ore - 
oical  discussion  the  wri oar  would  state  that  oh a principles  involved 

1 prc " L g of  Y u Lav  v c b n pres  i in  a 
m-.-  ’nx  an  , io  is  necesr  ary,  therefore,  to  refer  too  the  fundamental 

oCwiiomic  ux  series  and  to  build  up  the  argument  de  novo  from  that  foun- 
dation. ^ 


Theonly  academic  discussion  of  this  principles  is  po  be  fnimfl  d 
.H.  Robi  - ' JL 

Principles  involved  L Ju  ic^l  L ~ A • 
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Wii.  >n  for  purposes  01  law  or  acfcountiug  i c becomes  n : cess ary  to  oi  — 
vicio  an  undertaking-  such  as  a railway  nyntem  ii  go  differ  -it  par  or,  or  di 
visions  determined  by  natural  or  artifical  boundaries  io  is  as  if  the 
bus  i nes  wore  placid  under  a powerful  miser  os  cope  which,  brings  in  go 
sharp  relief  the  various  units  composing  the  whole  just  as  a seemingly 
solid  substance  is  dissolved  into  its  constituent  elements  in  the  test 
tube  ot. thf  : r - - • ' upi  i t legal 

-Lf>  , 

division/ror  the  purposes  for  which  it  was  created,  a distinct  and  sep- 
arate entity  supplied  with  all  the  powers  and  performing  all  the  fune- 
oio  is  pertaining  to  the  whole.  In  other  words,  it  is  a mihature,  a 
model  of  the  whole.  The  accounting  or  legal  fiat  establishing  this 
oxititi^y  :,iv  t,  as  it  were,  the  spark  of  life  to  it  and  henceforth  we 

must  regard  its  operations  and  its  transactions  with  other  real  or  ae- 

nominal 

■bU^i  business  entitities  as  actual  transactions  or  operations,  even 
though  they  are  commonly  regarded  as  nominal  and  void  of  substance. 

Thus,  when  a large  business,  e.g.  an  manufacturing  establishment, 
is  diviaea  into  departments,  shops  other  divisions  those  parts  should 
be  considered  independent  business  combined  in  one  plant  for  sake  of 
convenience.  And  so,  if  the  Illinois  Central  System  is  divided  into  a 
numoer  of  subsidiary  corporations  for  purposes  of  the  charter  tax  these 
various  parts,  be  they  formerly  independent  companies  or  be  they  lines 
01  track  bounded  by  purely  artificial  boundaries,  are,  for  the  given 
purpose,  separate  and  independent  railroads;  their  operations  should  be 
regarded  as  actual  as  those  of  independent  corporations.  The  matter  of 
common  control  and  ownership  is  an  incident  which  cannot  affect  the 
theory  or  fiction  of  independent  existence. 

hor  is  this  supposition  unreasonable.  The  industrial  organization 
of  the  nation  itself  is  merely  the  complex  of  an  enormous  number  of  in- 
dividual enterprises.  For  purposes  of  convenience  or  efficiency  or 

ohrough  custom  or-  legal  arrangement,  this  complex  is  divided  into  great 


is  divided  int 


I’  B 

groups transportation,  agriculture,  manufac  tuing,  mining — which 

again  are  organized,  into  sub-groups  and  these  sub-groups  are  still  fur- 
ther subdivided  into  sub-sub-groups  and  so  on  until  v;e  reach  the  indi- 
vidual .worker,  There  is  no  logical  reason  why  every  individual  or  at 
least  everjt  family  should  not  constitute  an  indep  ndent  anti  self-suf- 
ficing • economic  producing  unit history  tells  us  that  that  was  once 

true.  It  is  a matter  of  social  and  economic  expediency  which  units 
individuals  into  busii  js  groups  and  is  is  'that  on  . .. 
iency  which  determines  where  the  practical  grouping  shall  cease  ana  whr 
where  not. 

s between  i o co  : 

actual  commodities  in  exchange  for  other  commodities  or  money  or  ser- 
vices, thse  are  actual  transactions  and  the  business  world  expresses 
i^h .!  xcha  xge  in  terms  of  price.  Com  oditi  e ol  a 

are  buy  =rs  and  sellers.  So  when  1 igal  or  accouriti  \'g  fiction  creates 

nominal  business  entitities  in  the  form  of  department,  division,  shot 

.....  . r 

01  s absiui.ai y road  tr ansae tions  between  those  nominal  entities  and.  othe 

real  or  nominal  entioieies  should  still  be  regarded  as  transactions  of 

pr.ic  -j  com  odi  „ . s boug  ...  bl  ; ^uy  .1.  •<- 

T ..  , . . really 

li  o.  ni^chi  !■ : shop  secures  materials  from  the  store  room  it  is  nominally 

buyxdg  ofi  :ia  a id  i i it  sells  sends  its  finished  product  to  the  sale  de- 
partment it  is  selling  the  same.  The  transfer  of  credits  on  the  bo  ,ks 
of  uho  shop,  the  store-room  and  sales -department  correspond  to  the 
transfer  of  checks  or  cash  between  this  and  other  concerns. 

The  terms  of  the  actual  transfer  of  commodities,  the  price  as  the 
business  man  terms  it,  is  not  a haphazard  phenomenon.  Instead  it  is 
th issult  of  certain  fundamental  economic  principles,  which  the  econo- 
mist calls  the  law  of  price  or  value.  So  long  as  there  are/buyers  and 
sellers  these  laws  hold  good;  their  perfect  working  may  be  interfered 
-vion  economic  iriction  intervenes  — , but  where  complete  competition 
exists  the  law  is  seen  in  its  pure  state.  But  when  nominal  legal  or 
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aoooufatfttg  'ehtiliisti  ^fea  created  this  buyer  a th  fen  , niy, 

*“*  ' ' * u"  Wail  **«*•'  Perfect  comp  ti  . . . j . , xlc  , . i . 

ios  Place  there  is  a monopoly  utterly  beyond  ..he  control  of  economic 

**”  t0  ** " 1 v-lu  - 4 beggar  might  sen  himself  his  ,or, 

miliic  . ioilars;  law  accounting  might  s oablisl  ,/ 
'tidies  the  selling  beggar  an;  the  buying  beggar — yet  no  one  would 
claim  that  those  shoes  were  worth  a million  dollars.  So  it  is  with  a 
corporatio  . The  bo  ' - *o  m mi  all  Pig  i ’oi  a $1000  i ; 

Bb0V  mx  ' * t $V'00  p f : for  -ail  ; 

s al es -department  actually  sells  the  rails  for  $88  per  ton,  thereby 

incurring  a nominal  loss  of  $1478  per  ton,  although  there  might  be  a 

handsome  profit  for  the  esthblisfaent  as  a whble.  The  transactions  fee 

■o  oill  transactions  of  trice  r •'Tifarm-ivio. 

ox  price,  conformmg  to  every  form  or  ordinary  com- 

“ " but  Who  would  no  baj 

Such  conditions  might  exist  temporarily  in  the  business  world,  but 

the  interplay  of  economic  forces  soon  prevent  their  continuance  and  a 
normal  s tate  is  eventual lv  « ■- 

reucned.  Since  feia 

OJ-  lue  toHis-eaHrie-b-tea  th°rp  i<-  ~}r- 

P°S  "iliLy  “ rough  compe title,  of  pri 

' il0ml  : J — - 1J  .1"  m a 

on  the  Forties  controlling  the  business  as  a , • 

^ - -nols— -it,  is  necessary  to 

ci  ;a t ’•  , as  i t were  — .-0  „.-n  ,, 

- state  of  perfect  competiou  where  the  fundamental 

*WS  °‘l  pric‘";  v,°rk  without  economic  fri^o-,.  - 

-LX1-oion,  ln  other  words  revert  to 

purely  theoretical  conditions 

onco  established  those  primary 

px  x lc’ipl  'S  it  becomes  . 

? ‘hl  ’ t0  apply  bhem  to  practical  conditions 

W1Uh  suoh  modifications  as  may  be  nfeess-nv  ^ 

j . . i-cessury,  or,  on  the  other  hand 

actual  everyday  methods  may  be 

y be  t-s tea  oy  this  standard  of  theoretical 
accuracy  and  so  modified  to  suit  ■ 

°Ult’  exl6enc1es  of  business  demands.  I 
aiiy  cas'-:,  however,  the  divisions  $ 

mor-  o"bi  5h0&  or  pric3s  made  are  merely 
a special  form  of  g.-ner-i  / loSi'  correct,  ly 

e ‘ 1 P 10  :r-’  femmature  of  what  is  going  on  ln  h, 

wrvri  h.  B s J I 1 Ll  “he 


•■«°rld  ci  actual  business  transactions. 
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If  corpora 6 Ion  prices  or  system  pro-rates  credited  to  oh':  par gs 
composite,  th  *•  .<hol  ; fihoulti  ccuuorm  go  f undamental  principles  of  pric>': 

V/’  hose  Los?  F 

as  : sxcha  or  market  value  of  economic  goods  expressed  in  t of 
money;  usually  gold  or  silver*  Thir  market  Value,  fu  during  any  length 
oi  Gim  , is  limited  by  two  boundari  -s.  The  upper  limit  or  maximum 
J-r'  total  utility  of  the  commodity  to  thr  buy  •; 
limit  or  minimum  price  is  the  total  cost  go  the  producer,  i.e.  rent, 
labor,  int eres t and  economic  profits.  Temporarily  the  buyer  may  pay 
more  than  the  total  utility  of  the  article  or  the  producer  may  dispose 
of  his  goods  at  a loss.  Bug  these  instances  are  exceptions  and  prices 
normally  fluctuate  between  the  two  extremes,  the  amount  paid  depending 
upon  the  relative  bargaining  ability  or  the  .economic  strength  of  buyer 
trio,  seller.  In  case  of  monopoly  the  price  may  and  sometimes  does  .end 
■-  th  upper  limit;  rt  - comp  ititioxi  is  fr  it  k ps  clo 
to  the  loner  level.  If  all  friction  be  removed,  i.e.  if  there  is  com- 
Pl  .te  mobility  oi  capital  arid  interest,  selling  price  and  cost  of  pro- 
auction  (including  rent,  labor,  interest  and.  risk)  will-  coincide.  p 
is  this  line,  therefore,  which  represents  the  strictly  normal  price. 

Accordingly,  the  basis  for  de terming  prices  established  between 
notional  business  entities  is  .he  cost  of  production  belonging  to  the 
noity.  That  is,  the  amount  credited  to  it  should  be  the  total  of  rent 
. ■ ■ — 11  t ^ . risk  in  uiv.  i ■ l T : 2 

produo o.  Sp  -cio.1  or  dixf er ential  profits  and  losses,  of  course,  should 
be  divided  in  accordance  wi th  particular  conditions  affecting  the  var- 
divis  (A  car  ul  to  .his  las.  point  will  provide 

'T  7 x **  ***  » t t joi  costs,  itc.)  Putting 

th..  p_i_  iiic ipl  ; m a anferent  way  we  would  have:  Each  legal  cr  account- 
ing division  should  be  credited  with  such  revenue  as  it  would  earn  if 

its  operations  could  be  entire lv  , --  ,d  . 

i - - irom  Df  the  whole  or- 

ana  y-.o  x.,oaiu  trie  same  advantages  of  purchase,  operation 
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and  sale  that  io  had  b f on. 

H-v i discovered  oh  : principl  :s  applicabl  e to  g ral  prices 
may  uoT/«  burn  bo  the  particular  i i oil  of  rai  1 vjay  brans  porta  b ion  and  sn- 
d ) aver  bo  ascertain  how  far  they  apply  bo  rail  way  rates • 

I l<  in  yy  b i bake  i f Dr  te,d  , 1 < 3 . i 1 way  rates  are  prices  charged 

fO'  v sportation  services.  The  argument  is  clear.  Transporta  ; o is 
bhat  part  of  production  which  creates  place  utilities.  The  creation  of 
place  utility  do  is  not  differ  in  character  from  the  production  of  time 
or  form  utility  and,  consequently,  whatever  principles  are  applicabl: 
to  the  latter  must  be  applicable  bo  transportation.  The  mere  fact  bhat 
Lhe  service  is  given  by  a quasi -public  corporation  governed  by  what  is 

- j "joint  costs"  does  p;  pi 

leasb.  Enen  where  transportation  is  free  or  is  supported  by  public 
taxation  it  is  still  a utility,  although  the  method  of  paying  for  the 
same  is  altered  through  the  influence  of  law  or  custom.  The  return  of 
normal  conditions  would  restore  ohe  charges  bo  the  same  basis  they 
coul  ^ have  had.  if  the  peculiar  laws  cr  cust ornate  did  not  exist. 


1*° <v  lj-  railway  rates  are  prices  charged  for  the  creation  of  place 
. . , . fundamental 

utility  they  must  be  subject  to  all  the/ laws  of  price.  In  ether  words, 

U ''  r’  rf‘ect'ly  "J-  : ' - (:  eluding  complete  mobility  cf  capital 

anu  labor)  railway  rates  would  necessarily  conform  to  the  cost  of  ser- 
vice. A,.,  .vili  be  shown  later,  this  must  mean  that  every  particular 
charge  would  conform  to  that  standard.  This,  of  course,  is  contrary  to 
commonly  accepted  views  and  before  taking  up  the  thread  cf  the  argument 
it  may  be  well  to  state  briefly  the  two  doctrines  relating  oo  railway 
rates.  The  first,  of  cost  of  service  view,  is  the  one  which  ohe  writer 
001  S f;  1 3 ‘ ice  wi  . 3 law  of  pr  ic  ; th  . - 0r 

value  of  service  doctrine,  is  a modification  which  meets  practical  con- 
ditions.  Booh  apply  to  the  rates  for  individual  shipments. 
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T1:-  c :r  t of  Service  th  iory  may  be  summariz  as  fo3  . t : T • . ■ - 

■gabion  is  a part,  of  th/!  general  cos  t of  produc  tion  and  s ince  the  normal 
price  of  an  object  is  its  cost  of  prodiicti  lividual  tariffs  should 
t)  ■ bar  i on  the  cost,  of  handling  oh  ) pa  ’ticular  commodity.  That  is, 
oh-:  rate  should,  include  not  only  the  actual  cost  of  movement,  but  a 
proportional  share  of  all  general  and  fixed  expenditures  such  as  main- 
- - ■>  of  management  and  superintei  1 nee,  , , st,  livid 

In  other  words,  the  octal  expenditure  of  the  road  should  be 
charged  to  all  the  items  carried  in  proportion  to  the  cost  of  service. 
This  principle  does  not  mean  equal  mileage  rates,  but  allows  for  dif- 

6 ' lnal  - Of  .•  til  I > , 3 JC . I 

b expressed  by  the  following  equation:  T1  / E / T2  / F / p - R,  ±-> 

t1  " r'  ' s g t rminal  charg  ; T2  r ivi  - ' 1 

; E op  xp  s ; P f i c t - general  x]  ; 

P net  earnings;  R rate.  To  a modified  extent  this  theory  has  b 
adopted  by  Continental  railways  and  to  an  even  less  degree  has  been 
advocated  by  American  courts  and  public  service  com  is s ions. 

The  Value  of  Service  theory  is  slightly  different.  While  trans- 
portation as  a whole  is  one  of  the  expenses  of  production  it  is  neither 
pessiol  fer  desirable  to  has  a rate  on  its  proportion  of  th  total 
COSO  Ox  operation,  although  the  aggregate  receipts  of  transportation 
companies  should  correspond  to  the  total  cost  of  performing  the  service 
X*  * ' s,  rent,  inter  t and  p . The  nail.-  - u g 

commodity  from  one  place  to  another  gives  it  an  in  reasod  place  utility 

-ncle  time;  usually  Lv  ;bo  s obt  in- 

g m,  larger  i-ci  ^se  in  market  price  through  this  service  than  cheaper 

S°OCiS*  Ro,ilTvo'y  raLes  silould  correspond  to  this  utility  element,  i.e. 
ohe  increased  value  of  the  commodity  resulting  from  the  carriage.  The 
minimum  ra  te  is  the  aetual—  addi  tional  traL  n and  station  expense  re- 
sulting from  movement  of  the  Dart ir in--  ^ 

- P-iticulax  commodity;  the  maximum  charge 
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,ry.  T1  z i must  be  jd  kept  intact 

fc  thousand  and  one  uuti  ;r,  which  prev  si  t anything  like  ire  competition. 
Therefore,  for  the  purpose  of  this  argument,  wo  may  consider  oho  rail- 
road as  a monopoly,  or  at  l^asu  a quasi -monopoly  fixing  ior.  chargor,  ac- 
cording to  monopolistic  principles.  This  does  not  imply  that  rates  are 
unjust  or  ohau  a certain  amount  of  competition  do  s not  exist,  but  he 
result  of  the  latter  is  merely  to  prevent  the  working  out  perfectly  of 
the  principle  involve  of  quasi -monopoly  price. 

several 

Under  the  circumstances  outlined  the  corporation  has  twe  courses 
open  to  itk  (In-tha>&  Hatds  might  be  fixed  on  cost  of  service)  L might 
fix  rates  at  the  maximum  utility  tc  the  shipper,  but  the  traffic  would 
b'-  so  light  it  could  not  pay  expenses.  Again,  it  might  fix  every  rate 
o 1 th- : cos  t of  service,  hue  in  that  case  .he  rates  on  low  grade  freight 
would  be  so  high  much  of  it  would  not  move  and  the  revenues  of  the  road 
would  b'  re  due  id.  Instead,  jf  th  plans  the  railroad  has  adopted  a 
third  method.  If  has  made  its  rates  conform  in  part  to  the  utility  to 
one  consumer;  in  part  on  cost  of  service.  On  high  clas  traffic  it  has 
placed  rates  which  conform  to  uoility  of  the  service  to  shipper,  not 
coso  ox  servic  • t o th  ; p carrier.  Under  conditions  as  they  are  it  is 
getting  the  maximum  revenue  ouo  of  this  clas  of  traffic.  So  far  chore 
is  no  diver gance  from  the  ordinary  law  of  price.  In  addition  to  .his 
high  clas  business  there  is  a possibility  of  developing  a great  deal 
of  low  grade  traffic.  If  cannot  fix  the  rates  beyond  the  utility  of 
oh':  r'  * 0 ;ir  nothing  :U1  be  moved.  However,  this  maximum 

utility  is  p above  the  cos.  of  service,  although  not  above  the  cost  of 
cer.ain  parts  ci  chat  service  which  alone  vary  directly  with  the  move- 
m;  it  jj.  traffic.  Accordingly,  the  road  fixes  the  race  at  or  below  the 
pome  of  utility  for  .his  low  grade  traffic  and  obtains  .hereby  some- 
thmg  applicable  to  fixed  charges.  The  principle  followed  is  too  well 
ku o w i to.  ne  :d  further  comment. 
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Apparently  these  vi  '^S  Uw  re  utterly  divergant,  but  as  to  that  w . 
will  s')  later.  Taking  up  ihe  thread  of  oho  argument  again  lob  ur  sup- 
pose that  'bo bh  capital  and  labor  war'  compl  uely  mobile.  lb  is  almos t 
beyond  our  .imagination,  yet  chat  is  what  is  demanded  in  considering 

U r the  given  condi  tions  mo  ;ny  could 
be  transferred  into  ties,  rails  or  ballast  without  difficulty.  A real- 
road  could  be  tom  up  without,  expense  and  transformed  into  a steel  foun 
dry . or  else  used  for  a hundred  differ eno  purposes.  It  soul  ; be  as  if 
some  genii  wi-bh  in  response  to  a wonderful  Aladdin  lamp  could  magically 
transform  on  • substance  into  another  instantaneously  and  without  waste. 
Not  only  must  there  by  complete  mobility  of  capital  and  labor,  but 
there  must  be  no  monopoly,  either  legal  or  natural,  or  any  other  in- 
fluence commonly  ,ermed  economic  f riction.  Assuming  this,  if  we  car, 
wo  find  that  under  one  given  conditions  it  would  be  impossibl  : for  a 
railway  to'  charge  more  for  any  service  than  the  cost  of  doing  i0.  To- 
day high  class  freight  pays  considerable  more  chan  low  class  freight 
'wm  where  oh e cost  is  the  same . If  competition  were  perfect  this 
could  not  be  done  for  some  competitor  would  arise  to  haul  it  for  cost. 
The  eventual  result  of  these  magical  conditions  would  be  to  place  all 
chw,ig  :s  i th  : xac t cost  of  service.  It  is  true  that  many  kinds  of 

low  grade  freight  might  not  be  carried  and  irs  bead  of  having  low  char- 
th ere  would  be 

g ss  w e would,  have  high  rates,  but  that  would  be  an  unavoidable  incident 
lx  oxc  .pt ion  must  o ■ made  uo  oh/  law  of  price  under  thes ' conditions 
ohao  law  may  be  regarded  as  worthless. 

However,  the  capital  invested  in  railways  is  by  no  means  perfectly 
mobile,  nor  if  there  absence  of  economic  friction.  As  a matter  cf 
j-acu,  ohe  railroads  have  considerable  monopoly  standing  and  where  there 
is  comp  t .L  ji o: i it  is  gsv^pnes  limited  in  its  character..  rloreov  r,  the 
railroads  represent  an  enormous  fixed  investment  which  must  be  main- 

day  in  ana  day  °Ut  ana  for  'Mch  heavy  inures,,  payments  are 


Nr.;,  .11  this  practice  be  examined  closely  it,  becomes  evident  that 
io  is  not.  conofcj.icwjry  go  the  law  or  price,  but  r l ■ th  • suit 
01  economic  friction.  Instead  or  being  ohe  law  of  joint  costs  it  is 
ly  a crollary.  The  mor  frictic  is  removed 

' ■ practice  approach  oh:  theory  or  price.  For  instance,  • 
uvo  roads  are  parallel  char  is  a constant  right  ror  the  high  class 
traffic  and  gradually  the  rates  are  forced  down  to  a point  near  the 
oret'^ca^  cost'  service  and  often  much  below  that  line,  if  Ghe 
competition  continued  long  enough  we  might  have  a condition  approaching 

OU  Dt  v C : • Aj  • li  ib  1 - 

ter i orate  and  operating  expenses  would  rise.  This  would  make  it  ur - 

profi bl  - 1 aul  1 - ly  J ow  gra  I fr  : ;h  . Fu  -t  r £ ' k g 

in  values  would  occur  and  still  more  low  grade  freight  would  cease  go 

V - 1 3 e ? G 3 • . °I  - ing  or  .r  ' . p-  ... 

provided  oho  compeGi oion  continued  long  enough 
ally, ^th  pr  y would  be  i 1]  uI 

u ''  1 1 roadbed  and  equipment  would  approximate 

rouno:  in  this  country  fifty  years  ago  when  only  high  grade  freight  was 
hauled . 

Til  argument  may  now  be  summarised  in  a different  main  or.  A rail- 
way may  lix  its  rates  at  a point  coinciding  with  the  theoretical  cost 

h shipment.  However,  o : . pr,  sence  of  mi 

friction  and  particularly  a somewhat  peculiar  combination  of  monopoly 
-'--to  o_. it  ilnus  that  it  is  possible  to  establish  some  of  its 
charges  at  a point  above  thfs  theoretical  cost  of  service,  but  under  the 
Utility  **-»«  .0  the  ship;  r;  it  also  til  - it  is  possible  to 
Place  some  rates  below  the  theoretical  cost  of  service,  yet  equal  to  or 

slightly  under  thd  plao  utility  ad  . r.  nearer  he  roads  approach 
G°  xx-..  compuGiGion,  x.e.  theoretical  conditions,  the  more  closely  will 

' f°  ^ ‘ 33?  tioal  : -Vi  ; the  fa  - g0, 

-o.^rus  u sgugo  of  monopoly  ± ^ 

J > x . away  fp 


ly  tTom  theoretical  condi 


tions>  the 


16' 


1 :r  -ri  r ' s form  jo  the  ore  tiical  conditions.  If  £ ta  . f t r- 
± ?ct  monopoly  w r attained,  i.  . all  th  t?oa  is  f . i.  • 

T.vorld  consolidated  under  one  management,  economic  friction  would  be 
supreme,  perfect^/  theoretical  conditions  lost  and  rates  would  then 
cease  to  have  any  relation  whatever  to  the  theoretical  cost  of  service. 
When  such  a state  of  society  is  reached  our  fundamental  law  of  price 
woull  have  changed  in  a similar  direction  with  utility  instead  of  cost 
the  normal  standard. 

I i ordinary  commercial  transactions  the  social,  economic  arid  ac- 
counting disadvantages  connected  with  the  strictly  theoretical  method 
of  establishing  rates  upon  the  basis  of  cost  of  service  have  resulted  i 
m the  adoption  of  the  value  of  service  or  charging -what -the -traffic - 
will -bear  principle.  Where  the  influence  of  these  disadvantages  are 
unimportant,  as  in  the  case  of  system  pro-rates,  it  becomes  possible  to 
adhere  as  closely  as  possible  to  the  cost  of  service  baasis  of  division 
ant,,  if  the  argument  advanced  in  the  first  part  dT  this  chapter  be  cor- 
x c KJ*  n ' ± eg&j?o.8d  as  the  standard  for  scientific  accounting  of 

11  ' r : Lpr  * Th  ' < the  ain  ■ ; -i 

conditions  makes  such  a plan  theoretical  practicabl  does  not  imply 

Jnat  the  same  system  is  correct  in  the  making  of  rates  for  the  business 
world. 

Whil  a division  of  system  rates  according  to  cost  of  service  is 
t.i>-  strictly  scientific  method  ef  it  is  not  clear  that  it  should  be 
o«dcp t .u  co  on-!  exclusion  of  the  value  of  service  principle.  in  suc- 
ceeo.mg  paragraphs  it  will  be  shown  that  railway  rates  are  so  largely 
a p 10 1 0t  J ^ *ou  ly  sci 

vidiHg-^-&aae  establishing  pro-rates  on  cost  of  service  is  at  best 

P ti  . Since  th , a ousting  or  legal 

question  are  minatures  of  the  general  business  and  since  their  opera- 

tions  should  correspond  ~c<  r i oo -..-i , 

" ■'",J  clo‘-,'-1y  as  feasible  to  the  operations  of  the 


larger  unit,  it,  .in  not  unscientific  to  adapt  the  rate  me  thods  of  the 
r when  it  can  be  done  without  causing  injustice.  This  is  espe- 
cially true,  of  an  undertaking  such,  as  a railroad  where  the  oust  ornery 
principle  of  rate -making  n if  far  s so  radically  from  the  the ore  tical  ba- 
sis. Therefore,  it  is  sufficiently  scientific  for  the  purposes  in 
questions  to  distribute  system  rates  between  subsidiary  roads  on  either 
the  cost  of  service  or  on  the  value  of  service  principle,  provided  .,he 
method  adopted  is  not  arbitrary  and  corresponds  as  near  as  is  practi- 
cable to  the  theoretical  principle  involved  in  the  one  or  the  ocher 
method.  In  other  words,  it  is  impossible  to  establish  a method  of  pro- 
rating which  conforms  absolutely  to  the  theoretically  correct  standard 

h 

and  the  common  sense  solution  of  the  problem  is  to  adopc  that  plan  whic 
is  practicable,  ye t approaches  best  to  the  theoretical  standard. 

The  cost  of  service  method  will  be  : ..  A strict  « 

herence  to  that  doctrine  in  the  establishment  of  system  pro-rates  ne- 
ces  ibtktes  a division  of  the  r evenue  arising  from  each  particular  ship- 
ment be  two  n the  various  subsidiary  roads  in  oho  proportion  that  the 
cost  ol  handling  that  particular  shipment,  including  allottment  of  the 
fixed  maintenance  and  interest  charges,  on  one  road  beards  go  the  total 
cos g of  movement.  To  be  cons is  tent  a different  division  would  have  go 
be  made  for  every  way-bill  since  the  operating  expenditures  of  the  road, 
are  changing  com  cantly  and  vary  with  every  ton  of  freight  or  every 
pas  anger  carried.  Such  minute  allocation  of  expenditures  it  utterly 
impracticable  under  existing  conditions  and  even  if  it  could  be  made 
the  accounting  expense  involved  would  greatly  exceed  the  gross  receipts 
derived  from  the  business.  Accordingly, 

Accordingly,  any  cost  of  service  method  must  be  an  approximation 
which  even  under  ±3  most  favorable  circumstances  will  be  oily  fairly 
accurate.  Ex  is  ting  plans  have  be  e confined  go  statistical  work  such 
as  reports  to  executive  officers  or  to  government  com  is s ions  and  while 
they  may  fee  answer  the  purposes  mentioned  it  is  an  entirely  different 
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matt.Gr  to  uso  thorn  i'  do  termining  receipts  which  are  to  bo  used  as  oho 
sis  >f  ts  ; In  th  ■ former  Li  s jane  ■ th  1 1 fc  o3 

but  rath  or  Tor  comparative  accuracy.  For  oxampl  the  in  tors  Late  Com- 
morce  Commis;  ion  at  one  time  i is  true  tod  the  railroads  to  divide  ’rates 
bo  tween  the  ten  I.C.C.  divisions  according  to  train  mileage.  The  ar- 
rangement v;as  not  expensive  and  while  net  accurate  for  any  particular 
railroad  yet  gave  results  which  answered  the  purposes  of  the  Commissior 
and,  on  the  whole,  might  be  regarded,  as  fair  since  the  error  was  con- 
stant 'rom  year  to  year  and  frem  throughout  the  country.  Viewed  from 
the  standpoint  of  a proper  tax  method  most  of  the  methods  now  in  use 
applicable  aid  only  thr  need  be  mentioned,  (These  pi  * ' apply 
merely  to  rates  affecting  more  than  one  subsidiary  road,  since  local 
charges  need  no  division . ) They  are; 

(1)  Division  of  rates  ac  ordie.g  to  the  mileage  traversed  by  the 
shipment;  usually  termed  equal  mileage  division. 

(8)  Creation  of  constructive  mileage  for  the  separate  divisions 
and  division  of  rates  according  to  that  mileage. 

(o)  Es tablishme  no  of  pro-rate  per  cen cages  based  on  ;xpense  of 
handling  shipments  during  specified  period  of  six  months  or 
a year. 

The  first  plan,  equal  mileage  division,  would  not  deserv  mention 
as  a scientific  plan  were  it  not  for  its  adoption  by  the  Wise  on  Public 
Service  Com.  is  si  on  and  its  advocacy  by  the  State  in  the  Ill.il’ oisy  Cen- 
tral suit.  The  chief  advantage  pertaining  to  i t is  its  simplicity  and 
lee  ease  with  which  it  can  be  applied;  its  chief  disadvantage  is  its 
lack  of  sole" off ic  accuracy.  The  method  is  clear.  Find  the  total 

11  GC&  t/0 

mileage  traversed  by  the  shipment  and  then  divide  the  way  bill  revenu' 
to  the  different  roads  in  the  proportion  that  the  mileage  of  the  ship- 
ment on  each  read  bears  to  the  total  haul.  For  example,  if  rate 
from  Chicago  to  New  Orleans  is  $1.10  and  the  proportion  of  charter 

d 

mil  ;age  co  total  mileage  is  as  40  is  to  100,  then  44/  should  be  credit 


to  the  charter 


hid  66/  op  t non-c  1 i * . 
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Th.'.  assumption  implied  in  this  equal  mileage  principle  is  that 

ohe  cost  of  handling  a shipment  is  the  same  per  mile  on  every  part  of 

the  system.  A somewhat  different  statement  is  that  made  by  Mr.  Boys 

a 1 >'  ce  ( bridge:  "Not  one  mile,  whatev  r it  may 

cos  o,  is  t Drth  more  than  any  other  mi  1 e ; aj  i . so  of  Jt  j approaches  pro— 

per.  Every  foot  of  them  does  the  same  work  and  earns  as  much  freight 

mo1'  >y  and  colls  and.  rentals  as  any  foot  of  the  bridge  proper."^  The* 

as  stated  ri  the  Bill  of  Complaint:  "And  your  orator  further  avers  that 

no  special  circumstances  exist  with,  reference  to  any  of  the  non-chart  r 

lines  of  th  f tt  woul  mak  it  unfair,  just  and  equitable 

to  divide  said  income  on  any  other  basis  than  according  to  mileage..."^ 

L ; a umptions  and  see  wheth  1 in  y - ■ correc  .? 

For  certain  classes  of  traffic  on  certain  parts  of  the  railroad 

there  migho  be  no  difference  or  practically  no  difference  in  expense  of 

in 

movement,  ouo  it  is/ correct  to  as  ume  that  the  cost  of  operation,  ei- 
ther in  percentage  of  gross  receipts  or  in  cents  per  ton  or  train  mile 
is  ohe  same  or  even  approximately  the  same  for  every  mile  of  a great 
system  sixty  three  hundred  miles  in  length  and  operated  throughout  a 
territory  extending  from  New  Orleans  to  Minneapolis  and  from  Omaha  to 

1 : lG*  Thr;  mer  ~ - m ebl  m ii  1 ites  its  fallacy. 

As  will  oe  se  n later  it  is  not  even  true  for  direct  operating  expenses 
but  the  revenue  of  a railroad  must  provide  for  more  than  that  item. 
Referring  to  eur  formula  T*  £ B - T2  / F / P _ R we  find  ths  L1  - 

factors  must  be  provided  for.  They  will  be  examined  in  order,  viz. 
Terminal  expense.  Conducting  Transportation,  Maintenance  of  Equipment, 
Ma.!.ute  ’Slice  o±  Way  and  Fixed  Interest  Charges. 

Terminal  Expense.  Every  shipment  originates  and  terminates  at  a 
station  am  the  great  bulk  of  business  pas  es  through  the  large  termi-  - 
als  at  one  time  or  another.  The  expenses  pertaining  to  this  part  of 
the  movement  depend  directly  upon  the  character  of  the  goods  or  and  the 
Bill  A?8coC'1t  °f  itr-  B°yS’  °CL-  1908,  p.  389. 

Complaint,  item  133,4  p_  S06 
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facili ti os  of  the  station,  not  upon  l uigih  of  haul  to  or  from  .station. 
For  '.xampl  , two  boxos  of  merchandise  ai**e  r rdvd  at  the  South  Fate 
s Station  of  the  Central . The  cor-  l to  the  company  of  rec.eivi  ■ g, 
weighing  ana  storing  the  boxos  and  of  switching  the  car  and  then  making 
up  oil  train  is  • '-xac  tly  the  same  per  box.  One  goes  to  Mat  3soi  , the 
Jr  to  New  Orl  ms,  5 1 il  . - st  is  1 s m f . vr 

is  true  of  L.u.L.  business  is  also  true  of  C.L. 

Noj?  ir'  t'^ie  ‘t^pense  assignable  to  the  terminal  or  station  inconside 
;raol  . If  the  actual  terminal  expense  of  operation,  interest  on  the 
l4ivestme,nt  ana  damage  and  delay  due  to  terminal  operations  be  tak 
into  account  it  often  happens  that  the  cost  of  receiving  and  forwarding 
00  sh:i''P1!ia,it  v;ill  exeeed  be  as  high  as  a third  or  even  a half  of  the  to- 
tal revenue,  perhaps  even  higher.  In  any  case,  it  will  form  a very 
lai ge  proportion  01  the  gros  receipts. 

This  fac  l is  r '-cognized  by  the  Railway  and  Warehouse  Commission  of 
Illinois  in  their  "Schedule  of  Maximum  Freight  Rates".  For  instance,  h 

' ri':  cla!  ' ^or  2 Bill  'r  or  unt  :r  is  7.r^;  for  20  miles  it  ' 

- r d m,  , . . . on  the  road 

h re1;  car^1,3d  18  ±s 

"~l > loaded  lv  iq  unloaded  at  stations 

'u  01  cours‘:'  tj0  station  charges.1  This  fact  is  recog- 
nized uhe  world  over. 

Conducting  Transportation.  Even  after  the  freight  has  left  the 
terminal  and  is  on  the  road  the  expense  of  movement  per  ton  mile  varies 
on  different  divisions.  Density  of  traffic,  nature  of  the  freight, 
physical  character  of  roadbed,  direction  of  traffic  movement,  season  of 
oho  year  are  a few  factors  which  cause  variations  from  day  to  day  and 
irom  Place  to  place.  A great  railway  system  is  made  up  of  a number  of 
rj.ifferent  kinds  of  road.  At  one  extreme  is  the  main  line  with  two  or 
lour  tracks,  rock  ballast,  easy  grades,  long  tangents,  block  signals, 
heavy  traffic,  new  and  heavy  motive  power,  well  arranged  terminals  and 

5 ~ — all-g  ^u11  'tonnage  brains  quickly  and  cheaply.  At 

I--i.  R.R.&W.  Com. Report,  1907,  p.  728 
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oho  otter  ox  or one  is  oho  branch  with  no  ballast,  stoop  grades,  sharp 
cuiv  :r,  slight  * o vsity  of  traffic,  fow  sidings  and.  signals,  wen  out 

. Will  pe 

D the  i?  I . ' will 

or  four  times  as  much  per  con  mile  to  handle  -freight  over  the  letter  as 
over  the  former. 

Moreover,  enly  a part  of  the  exp  ense  of  Conduc  ting  Transportation 
pertains  directly  to  the  handling  of  the  freight.  Superin tendance, 
salaries  of  station  agents,  miscellaneous  expenditures,  etc.  must  be 
a.  r j.  ires  pec  ti  ve  of  the  traffic; ' as  a result  further  variatio  s i 
cost  of  Cqi  due  ting  Transporta tionper  ton  mile  are  brought  about. 

Maintenance  of  Equipment. 

JV^i  : ^ -Co  of  Way  and.  Structure.  Maintenance  jxpond itures , 
which  constitute  a large  proportion  of  the  total  expenses  of  a railroad 
aif far  materially  tith  different  pieces  cf  road.  As  a general  rule  the 
expense  cf  rapairing  and  renewing  a locomotive,  freight  car,  bridge  or 
stretch  of  permanent  way  do  s ...  vary  greatly,  provided  conditions  are 
appx-o^imat  ;ly  similar.  A rail  or  tie  costs  no  more,  aside  from  freight 
chej.g's,  on  a branch  than  on  the  main  line,  nor  is  th  ma ii  t ■ ce 
chai  g •:  p .r  locomo  tiv-  , car  or  mile  of  track  much  different.  ( The  re- 
is  U-U'-Hy  th  cas  ) IT  v Lei  s's,  the  maint  )St  p r 

which  may  be  taken  as  the  standard,  is  much  heavier  on  a 
light  traffic  line  than  on  a heavy  traffic  one.  $$"00  per  mile  expen- 
L 0 ; way  on  a mail  line  with  ",000,000  ton  miles  per 

mil  ; of  road  will  be  only  .OF f per  t.m.,  but  $"00  per  mile  on  a branch 
with  100,000  t.m.  per  mile  will  be  per  t.m.  $3,000  repairs  and  re- 
newals on  a consolidation  locomotive  handling  60,000,000  net  t.m.  per 
y eao.-  is  . 00f#  p r t.m.;  $1"00  a year  cn  a worm  out  ten  whe : 1 er  ha  dling 
6,000,000  t.m.  per  year  is  .02"^  per  t.m.  Climatic  conditions,  charac - 
- L-  ■-'£  V-bor,  nature  of  traffic  and  standard  of  maintenance  will  also 
bring  about  variations  in  different  parts  of  a system. 


! T -•  003,;;iLsc  iio'T^/id  • He  ■?.):  • "jar;:  'iV.-u-o  r.rlo 


im  oc 

ii  ’7  ..  q ; 

r '-'vibcm 

l.  •/ 

cr  '•  Y vl 

I TlX '.in  1-  Cic 

L:  . . - q :u3;jm  nr  armivj  *iuc  re 

.1:  in  . o*' 

5 . 

.::.v  Kii«j  OJ  <:Ij  ■ / ■ " 

< 

n 'ir  , ’.v  r.:-:  itc  r. va  1 

. J 

0 ■ : 

1 q 

•±>  oonoa'i'  g".  r.j  jjjr- 

■j  . 0 o 

. ' j :>1  ) v . • V . 

7 


: 

• 

A . ■ > - : r. 

...  -Ol  .v  - ■ . 

< • ’ < :.K  ' V-  >1 

; v •-  ; ■ 

r ' O f , •'  io  ’ Gj  v"... 

"a  ijoo  lue 

. Or  ' -v  ■.  ••  r Ix^'i  A .'Xx.XJtmin  v;X:  Goeqqr 

. ■ ' : -ui  xivj  ro  - ,;iiu  ro.<vv.io  ...  <jo  . • . rto 

• 3* ) .o’:  i'  3{Jt  .1  i . ■ i 

r ■-  . 1..  i’o  < ,;V  V ( 0,'  O : J . t i ,Xj 

< ■ O • Z'i.-ic  : . ■'£:  . ,ixir  , '.lie. 


T 00  2v  - • . v,v.: . : ;i  j . t X .L-  0 vJ  1 - - 


000,000,  1 , . 

1 

• . GO  , 

. . 

;i  t e I . ’ 

orioe.  . 

• X rex 

' aixerq 

< s<  . . 

r x - 

".0  ' . . .J 

M 

o 

o 

%> 

o 

c 

o 

: J £ '■ . | 

. . 000  <000 <00 

; ■ 4jJG  ’■  ’ ■ . . r \ 

. , ' . . . ,000  .8 

. . ' . . ' .jeer. 


T7T 


General  Expanses  aid  Fixed  Charges.  This  clans  of  expenditures 
cfi . .*c  t»s  the  Lor  mil  > cos  ts  .in  approximately  oho  same  man'  or  ar  fixed 
llK  ■ ' t,‘:  ia’lc'’  charges.  led  rest  on  oho  investment,  in  particular,  will 
vao.v  with  different  lines.  For  instance,  interest  at  496  pn  a branch 
line  built  for  $1 r, 000  per  mile  handling  100,000  t.m.  per  mile  is  .6/ 
P,;j-  0,1;U>  st  the  s ■ $1' 0,000  )xp  1 ■ 

nith  r, 000, 000  t.m.  per  mile  is  only  .12^  per  t.m.  Moreover,  some 
parts  of  the  road  will  involve  much  greater  capital  expenditures  and, 
consequently,  greater  interest  charges  than  other  parts,  although  the 
traffic  density  is  the  same  or  even  less  than  on  the  latter. 

In  the  illustrations  extremes  have  been  taken,  but  what  is  true 
t/tn.  is  tru  :,  though  to  a less  exten  t,  of  almost  every  subsidiary 
road  in  a great  system.  Occasionally,  the  cost  of  transportation  per 
ton  mile  will  be  the  same  and  to  that  extent  equal  mileage  rates  are 
justi.ii  . Such  a state,  however,  is  the  exception  and.  the  general 
adoption  of  that  m : must  resul  in  grave  in  jus  tic  pa 

parts  of  the  system,  . p'lan  from  b^.h  d-  nr,--,, 

cefrj-^l-^td  tire  pra^^^aL- s af-^-t-r-asr-n^  that  -it  wrjuld 

gun sr  jaanwipt.g  - 

thn  requirements  of^a/dAotributitn  ^Ictr-fs-tT-^-e  basis  -for — 
-fimisyn  t>1 en  1 ) • Whe ther  it  is  more  scientific  than  the  exis  ting  sys  tem  of 
company  pro-rates  is  a matter  that  will  be  discussed  later. 

Buo  advocates  of  the  equal  mileage  division  may  admit  the  fac us 

s dateo.  above  and  ye  t claim  that  the  method  is  more  equi  table  than  any 

Pl^  1 P-1-  -pos  -'.d  wnich  is  based  on  cost  of  service.  in  support  of 

this  contention  they  quote  able  authorities.  The  Wisconsin  Railroad 

commission  in  the  case  of  Buell  vs.  C.M.&St.P.,  the  two  cent  passenger 

laro  case,  adopted  the  following  method  for  ascertaining  the  gross 

revenue  of  C.M.&St.P.  R.E.  in  th  state,  - ich  it  us  i l£ 

Sis  of  its  2 1/20  fare  decision:  "The  gross  earnings;  for  the  part  of 

th. . line  which  is  located  in  Wisc<  min 

"iov'Jlkji  * !j-  dec  run n so.  as  foliov;r. . 
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Th  i rQv.duu.3s  received  from  all  shipments  and  services  which,  began  and 
ended  and  were  carried  wholly  with!  , or  which  were  perf ormedin  Wiscon- 
sln  " cretiirted  to  this  St,  te.  The  revenues  received  from  all  ,<h  ip- 
merrts  or  services  which  were  trans  par  bated  or  p rformed  partly  in  this 
Soate  and  partly  in  some  other  state  or  states  wer  apportioned  to  Wis- 
consin in  the  proportion  which  the  mileage  of  such  transportation  with- 
i]1  oll'ir3  s&at'1')  bor':  Lo  total  mileage  of  this  transportation. 1 

Speaking  of  this  method  the  Commission  states:  "The  above  de- 
scribed method  of  apportioning  the  gross  earnings  to  this  State  is  as 

aS  any  ttoti  oouM  havo  b3f:n  used."2  (Referring  to  this  same  plan  ) 
Pj'oios  or  , -.ft.  Robinson  of  the  University  of  Illinois  says*  in  hlp 
recent  discussion  of  Passenger  Rates  considers  this  the  best  practical 
metnou  now  in  use.3  Notwithstanding  this  weight  of  authority  the  equal 
mol  ia:;  ■ method  cafihot  be  regarded  as  correct  for  taxation  purposes. 

If  the  Wisconsin  decision  be  examined  We  find  that  it  relates  to 
the  determination  of  a proper  passenger  rate.  In  other  words,  the 
matter  of  gross  revenue  was  only  an  indirect  question.  In  the  second 
Place,  the  margin  of  error  allowed  by  the  Commission  is  more  than 
sii°UM  ° all0W  " % ' • As  a matt  r of  fact 

volved  in  the  Milwaukee  ease  was  about  a half  bo  a third  that  at  issue 
annuaHy  in  the  Illinois  Central  System.  Thirdly,  the  investigation  of 
the  Commission  was  limited  in  the  matter  of  expense.  Whatever  facili- 
ties were  placed  it  its  service  by  the  railroad  was  voluntary  and 
n.ither  the  Ranroau  nor  the  Commission  felt  it  desirable  to  make  heavy 
expenditures.  In  the  charter  tax  suit  something  like  seven  to  eight 

“llilOI1S  3*  b“k  bef;S  beinS'mUal  am';'uat'  of  perhaps  half  a million 

~ - by  the  railroa  is  claim 

UllC" " C11CUmSt,al:1Cr!S,  muoh  more  accurate;  results  are  demanded  chan 
" r ' S " V Bua11  ' • W ally,  ...  Railroad  i y 

2 Ibif BU;11  V‘  °-J-^t.P.  By. Oo.  , R.R.c. 

3 Yale  R-view,  p. 
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i-  us.*;  cl  system  of  pro-rating  which  is  similar  to  that  in  univ  ;ral 
us.:  by  tli-:  railroads  of  the  country  and.  has  many  claims  to  c oris idara- 
bion.  Thus,  oho  burden  of  proof  is  upon  the  State  and  unless  it  nan 
Shov;  that  an  . :qual  mileage  division  is  more  accurate,  i.e.  more  scien- 
tific, ana  more  practicable  than  the  methods  now  in  vogue  it  would  b; 
U'iJus  o for  any  court  to  order  the  change. 

Ther or.:.,  aespite  the  weight  of  authority  in  favor  of  the  equal 
mileage  plan  the  theoretical  disadvantages  of  the  plan  are  no  great 
Lhao  it  cannot  be  considered  as  odnir sable  in  a sbi  nrtific  system  cf 
Pr  • R 3r  -.Robins o , n:  "It , has  the  disadvantage  :f  as- 

suming that  rates  are  made  on  an  equal  mileage  basis  for  individual 
servlt  ' • 11  U'  1 >«P  - i t ir.  ;p  a - lrm>  h 

11  no.bet,t'  r ,2  J r coui  •'  ’ bSl  pre_ 

S ' mei  b ' ' P 'Ot-rat  s worked  i ju,  i0  n 

■■nil  . an  equal  mileage  division  would  not  work  equal  Injustice  to  the 
Company,  under  those  circumstances  it  might  be  wise  to  adopt  it,  but, 
as  the  writer  will  attempt  bo  show  later,  mos.  of  these  suppositions 

le‘  Act:  ' Sly,  we  must  j t th  propositio,  ■ ■ 

Scientific  arrangement,  of  system  pro-rating,  based  on  cost  of  service. 

Ati°  ' - : so.  io  fo  pi  a:  i is  a i 

15  “0t  a C0St°r  Servlce  at  all,  but  rather  one  based  on  value  of 

-h.0  I.,,  an  iquitable  valuation  of  the  utility  rendered  by 
particular  divisions  is  the  length  of  haul  of  the  shipment  over  that 
particular  part  of  the  railroad.  The  merits  of  this  claim  will  o e 

- f ?vfce  theories  of  ir  o-rating. 

The  second  cost  of  service  plan  is  division  of  the  rates  according 
•a.-l  ' a assigned  to  particular  tf  subsidiary  roads.  F 

mileage  cf  the  South  Railrc  is  4.76 

mile,  but  for  purposes  of  railway  rates  this  might  be  increased  to  say 
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3-  ia.il  >8.  If  a Si  1pm  " . w jr  • sent*  from  Sou  Jh  Chicago  t»o  Ka  k.-'.k  1 , 

■ Ls  ta  ■ " 60  mil  ' » • /re  1 1 Cereal ; j_ 

lioh  a i s ruct,iv  ■ mil  ag  of  80  mil  js,  and  tihb  rat  j would  t*h  m b 

divided  be.tw®  n the  Souuh  Chicago  R.R.  and  the  charter  liras  on  oho 
basis  of  2f  go  FF . 

0 the  •Tho1'3  Plc-n  would  secure  more  equi  table  resul  os  than 

'!qual  lal1  : Pto.^rating.'.  0- ion  the  amount  of  constructive  mile 
age  were  made  the  division  of  rates  would  be  even  simples  u han  at  pre- 
sent, ana  if  the  amount  of  constructive  mileage  were  c rtified  go  the 
prop  :r  State  officer  the  possibility  of  fraud  would,  be  largely  elimin- 
• 0 ' « ; (1)  it  allows  branch  a 

* * Jp  ro  ' 1 ' ' of  th  rdf  r - Lptg  ; (2)  th 

of  constructive  mileage  alloted  go  particular  divisions  to  uld  not  be  a 
Lll°  ' 5X1  ' s lv  ui  1 rtzkii  g;  (3)  th 

operating  conditions  coul  be  arranged  for  without  an  excessive  amount 

of  labor. 

° ' 9 : ’ ■ a ' umb  r si-  V ry  - i ghty  obj  i - . 

(1)  Lik  . equal  mil  m It  violates  th  am  1 

co trine  of  coso  of  service  in  chat  it  does  not  the  equation 


R - rja  / E /T2  / p / p.  The  error  i 


° d great  as  in  the  first  men— 
pl  ' ’ bu°  is  r'oi11  600  large  to  admit  of  its  being  called 
eeughly  . O'  It  tfor^s  l„justiloe  to  many  p 

meets.  The  constructive  mileage  must  be  based  on  an  average,  which, 
laturally,  v.vul  , not  r :pr  r t a large  msewsr  Gr  separate  items..  Chah- 
gcs  in  expense  of  operation  or  density  of  traffic  or  character  of  busi- 
er- eventually  end  in  an  inequitabl  arrange!  . (5) 

';U1'  ' ' - ' 1 I t tic.  - . importat:  obj 

of  0.11  is  that  it  dsee  is  a strictly  artificial  arrangement  hevlug  com- 
p-iM.tiv..ly  ligtle  reference  to  everyday  conditions  and  yet  cannot  be 
conridered  desire  from  the  theoretical  standpoint. 
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The  third  and  las  o m : bhod  or  pro -raping  rates  according  bo  cos  b 
of  service  ir,  a somewhat  arbitrary  one  d v J op  3 by  bhe  r.  O'  -• 

oO  bhe  number  of  de bailed,  poi'ubs  involved  bhe  discussion  is  referred  bo 

Chapter  vii  where  .ib  ir-  treated  at  c tpsiderable  length.  In  brief  . 

(1) 

olio ws : D - cla£  , ( ) | 

bha: > can  lean  m tec  hart  is  (b)  can  load  freight,  requiring  special 

, (2) 

cili ties;  (c)  car  load  freight  not  requiring  sp  cial  Les.  F 

n 

a speci.fi  d period,  year,  month  or  quarter  as  bhe  case  may  be,  ascerbai 
for  every  terminal  and  station  the  average  expense  per  bon  in  and  oub 
v L us  c.las  . ( 3 ) As  - l 

expense  of  -ach  division  or  subsidiary  road  and  find  bhe  average  amou  nt 
p ■•r  bon  mile  of  she  various  classes  of  freight  moving  over  the  division 
(4)  Be two  n every  two  stations  the  estimated  cos  b of  movement  for  each 
ox  bh  ' bhx’.-i  c,  las  ; s may  be  found  by  baking  the  av  rage  amenst  cost  p r 

1 hand!  rardl  ; av 

between 

cosc  oi  handling  at  receiving  station; and  length  ef  statioB  multiplied 
by  average  amount,  per  uO'.  mile  of  road  expense  on  that  division. 

(<  ) Tne  same  method  can  be  followed  bo  obtain  the  estimated  cost  tf 
movement  on  the  part  of  bhe  division  belonging  to  each  of  the  subsidi- 
roads.  (6)  H .virig  fou  i the  s tim  t d st  of  handli  p 

ul.^r  class  o±  freight  between  bh  two  stations  and  the  estimated  cost 
on  each  division  the  percentage  of  cost  on  division  oo  total  cos  t can 
bine,  b found.  (7)  These  per  cenbages  should  be  used  in  dividing  way 
bill  revenue  ef  derived  from  all  items  grouped  under  the  general  class 
passing  between  t he  s tations  in  question  between  the  variou  subsidiary 

• W 0 ° ' °>v  r-’  ' s were  o i they  c eul  lb  kept  3 

US0  miGil  questioned  by  either  the  State  or  the  Company,  or  else  pro- 
vifc>  x j.  _ coula  bo  m<ude  for  p triodic  revision  of  the  percentages.  (9) 

The  term  cost  to  include  interest  on  bhe  investment  and  fixed  mainten- 
ariCr:  Charg'IS  as  T7e11  as  exP'--nse  of  conducting  transportation. 
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Sue  .'i  a pl;v  i conforms  go  oh  • the  ore  tical  roquir  .m  • ■ gs  '/a  once  oh 
p i cen bag  s ar  : establish  :d  can  be  put  in. bo  eff  ec t with  i o mo e o work 
Ghau  is  required  in  Gh  ; present  system  or  even  in  the  equal  mileage  di- 
vision. The  greatest  expense  is  involved  in  the  physical  valuation  of 
one  railroad,  but  there  is.  a probability  that  part  of  the  states 
threugn  which  the  road  runs  will  be  making  such  valuatio  r in  the  n ar 
future  ior  purposes  of  taxation  or  rate  de t er mi nation.  Most  of  the 
operating  records  required  are  now  prepared  by  the  railroad  company  for 
its  own  uses  and  the  remainder  could  be  eas  ob Gained  from  disburse - 
meiTG  vouchers  of  the  company.  The  chief  disadvantages  lie  in  the  ex- 
i -V.  la.  o.  a id  in  oh;  possibility  of  error.  Howev  r,  importa  t ar 
ohese  factors  are  they  must  be  solved  if  t he  State  attempts  to  pro-rate 
th.  i .v  .nue  of  th • Illinois  t-enbral  between  the  charter  and  non-charter 
li  ies  ioem  Ipy  it  m.  Th  State  must  find  some  method  which  is  both 
scientific  and  practicable  and  until  it  does  any  court  would  be  doing 
injustice  t o the  railroad  go  . option  of  a y _ i pi 

radically  differ  from  xisti  g arr  s,.  An  old  6 ...  1 :- 

g'.ua  says:  W r A sagt  muss  auch  B sagt  and  since  the  State  has  question 
eu  the  Company's  division  it  is,  to  use  a slang  phrase  "up  to  it"  to 
makG  good  with  a better  plan,  which  as  indicated  above,  cannot  be  done 
without  considerable  difficulty  and  expense. 

While  the  cost  of  service  method  of  pro-rating  is  the  theoretical! 
correct  one  it  is  also  possible  to  adopt  value  or  utility  of  service 
as  the  criterion  without  too  great  a disregard  of  the  strict  theory, 
provided  the  basis  or  standard  of  utility  is  just  to  betfe-parties-  all 
divisions  of  the  railroad.  Is  is  this  provisio r,  however,  which  pre- 
sents the  greatest  difficulty. 

I ; ordinary  raw  making  and  actual  pro-rating  botwoen  foreign 
rilroads  each  party  is  supposed  to  bo  strong  enough  to  look  out  for  his 
mtfu-osts,  at  least  that  is  tho  theory  of  laissez  fairs  government, 
aiiCi  th°  priCo’  rat,°  or  t*o-rc.x*  paid  may  bo  regarded  as  the  utility  of 


r\3 


VI  $P  177 


I-  rorld  of  mi : d so  ial  d i r adv  .ntagos 

nee tod  With  the  determination  of  railway  raL.es  on  cost,  of  service  have 
pr  wrand  the  general  adoption  of  that  method  and  What  is  turn  then 
also  trim,  oho  ugh  to  a less  degree,  in  the  cle  tern  i nation  of  system  pro- 
iL*t<'sa  I he  discussion  in  the  pages  immediately  proceeding  this  one  has 
emphasized  the,  luC g that  a cost  01  service  method  of  pro— rating  tha t is 
theoretically  correct  is  impossible;  that  easy  practical  methods  are 

J irrarige merit  which  is  both  scientific  and  prac- 

tical involves  very  considerable  expense  and  presents  many  difficult 
accounting  problems.  Accordingly,  it  may  be  well  to  follow  in  the  foot 
steps  01  th  bus ire  ss  world  and  se  how  far  commercial  practices  may  be 
adapted  to  the  question  at  hand. 

Fm  the  pr poses  of  this  discussion  the  value  of  service  doctrine 
may  be  expres  ed  in  a somewhat  different  mariner 

ohan  it  was  earlier,  v:z.  revenue  ri  presents  tl 

po_  010  df  the  LndreaS  id  place  utility  resulting  to  the  article  from 
movement  by  the  carrier  which  is  received  by  the  carrier.  The  effort 
of  ev.iry  traffic  manager  is  to  obtain  for  his  road  as  much  as  possible 
of  ohass  increased  place  utility  and  rates  based  on  charging -what- the- 
traf f i c - wi 1 1 -bear  are  the  result  of  the  interplay  of  comp  titive  and 
monopoly  lore os.  As  se  n in  the  discus  ion  on  page  17  the  ideal  or 
goal  towards  which  the  value  of  service  doctrine  tends  is  fea?  that  stat 
m which  the  railroad  will  obtain  the  total  place  utility  of  each  art- 
A cu\cJo,.6xy,  onn  theoretical  seientifie  standard  of  distributing 
°ystett  rat>es  according  to  the  value  of  service  doctrine  is  as  follows: 
Assign  to  each  division  of  the  railroad  the  place  utility  added  to  the 
art  cle  by  pas  ing  over  the  division.  Where  th)  carrier  receives  only 
a part  of  the  total  place  utility  its  revenue  should  be  proportioned 
among  the  various  divisions  as  the  utility  resulting  from  movement  over 

°h::  ™Clar  diViSi°n*  b‘^  ^ *>tal  utility  resulting  from  move- 

ment ov  -i  one  ..hole  railroad.  Where  the  total  utility  ©f-the-  be- 
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is  is 

longing  oo  the  railroad  and  i r,  divisions  ap-  uq+  no  F5  C * 5JT1  Oi.o  ."L  nable  it  is, 
of  course,  no  cons  ary  to  estimate  oho  influonco  and  oho  -/or  oh  of  oho 
value  of  service  method  of  distribution  clop  mas  upon  oh  accuracy  with 
which  that  place  uoili  >y  ca*  bo  estimated. 

Before  proceeding  further  with  oho  ohooreoical  discussion  it  may 
bo  well  oo  see  how  the  results  are  obtained  in  oho  pp  ac  oical  railway 
world.  Take  as  an  illustration  an  inter- line  rate  .,o  b pro-rated  be- 
tween two  railroads,  viz.  the  Udc  Pc  d res  - . As- 

sumo  oho  rate  in  question  Oo  be  on  wool  from  Laramie,  Wyo.,  to  'hicago. 
Also  assume  the  following  prices  a id  costs:  Wool  at  Larami-  20/  p or  lb. 
ao  Omaha  30. -r  2/  Chi  ; 31/;  through  rate  Laramie  to  Chicago 

100#  per  cwt. ; minimum  train  expenses,  oc.  10/  per  cwt.  for  due  Uni. a. 
Pacific  and  12/  for  ohe  Northwestern. 

Unaor  the  given  conditions  the  wool  shipper  cannot  pay  more  than 
100/  p :r  cwt.  and  for  our  purposes  that  amount  may  bo  regarded  as  the 
to  jcoI  place  utility  give-  , the  wool  by  moving  io  from  Laramie  oo  Chicago 
The  owo  railroads  are  able  oo  fix  a rate  whic  h gives  diem  all  this 
plcvu-.;  Uoii.i  ty . The  question  now  is,  what  de  ^ermines  die  pro-rates 
oblishe  b to  roads?  If  no  through  rat  • w ire  in  xis 

c*,  o the  Omaha  price  remained  oh  same  ohe  maximum  oho  Union  Pacific  c: 
couiu  obtaLp  would  be  r 2/  per  cw-o.  arc  oho  maximum  for  oho  Northwest  or 
48/.  Ho './over,  ohe  wool  is  place  in  a through  car  and  is  shipped  di- 
x-eco  ii'Oifl  Larami e oo  Chicago  without  change  at  Omaha.  I : this  case  oho 
amouno  of  the  pro-rate  will  depend  on  ohe  relative  bargaining  abilities 
and  comparative  economic  strength  of  the  two  roads . Normally,  ohe 
h or oho e stern  cannot  carry  the  wool  below  a pro-rate  of  12/  and  will  be 
wiUmg  to  carry  it  for  13/  rather  than  lose  the  bus  ire  ss;  On  the  other 
hano.  ohe  Union  Pacific  will  carry  it  as  low  as  1®/  rather  than  not 
carry  io  at  all,  but  can  oo  go  below  10/.  The  pro-rates  will  be  egtab- 
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Si_-  t Union  P Ry  • 

Tty  # iro  -p  rule  no  economic  union  comp:  bing  wit»h  oohor  :couomic  union 

ull  over  the  couribry  and.  oho  world  oho  rate  and  pro-rabe  fixed  by  bh  tm 
jry  bo  asspaec^  tc  ■ to  s nb  t»he  workii  g . u b of  natural  influences,. 

Each  is  so  king  ibs  own  inbores bs  and  is  nob  dir nobly  controlled  by 

,r.  Such  conditions  cannot  bo  carri  :d  over  jo 

our  minabure  railway  commonly  oermed  a division  or  subsidiary  ro  ,o .. 

H lies  qhleif  difficulty  jstablisl  ; — m pr  - 

cording  bo  oho  value  cf  service  doctrine. 

The  bruth  of  this  soabemenb  is  apparent.  According  oo  the  legal 
and  accounting  fiction  each  subsidiary  road  in  an  independent  enbiby 
capable  of  carrying  on  all  transactions  poroaining  bo  the  whole;  in 
practice  ohis  f ic  ci  on  does  not  oxisb  and  the  various  roads  amconbrolnd. 
acouaily,  Chough  perhaps  nco  according  to  the  legal  ficbion,  oy  one  and 
bhe  same  in  barest.  Take  ohe  Chicago,  Ivladison  and.  Northern  Ry.  and  ohe 
old  main  line  of  thelllinois  Cen oral  proper.  The  Illinois  Central  Rail 
road  Compa:  y owns  both  in  fee  simpl .it  pays  all  exp  .sen  and.  receives 
all  revenues ; all  re  o earnings  go  directly  into  its  treasury;  oho 
■ ies  an  ■ fixed  by  the  sam  ‘.traffic  offic  ; bh  on  ;rati  : is  u 
supervision  of  bhe  same  Ge  oral  blanagnr;  oh  amount  of  bh  rev  nue  pro- 
rated bo  each  lino  in  d it  rmin  i by  bhe  name  accounting  officer;  all 
employ.;  s are  directly  or  indirectly  resp onsible  to  common  executive 
officers,  who,  in  burr..,  are  responsible  bo  bhe  shareholders.  In  makes 
c differ  i ce  whatever  oo  bhe  latter  ( omitting  reference  oo  oho  charter 
tax)  who  oh  r 99.9%  of  ohe  ro.v  ■ rue  is  or  dited  to  the  charter  line  and 
. 1 °jo  bo  ohe  non-charter  line,  or  bhe  reverse.  In  either  case  bhe  gross 
revenue  of  the  system  is  exactly  ohe  same.  To  use  legal  b rminclogy, 
ohe  subsidiary  road, athough  soiil  a separate  enbiby  in  i:  the  position 

of  a’  infan b or  an  idiot,  i.e.  incapable  of  performing  a 1 gal  act  i~. 
its  ow  right. 
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Thin  being  the  cc»sq,  io  would  b e absurd  bo  claim  bha s officers  of 
oil'!  subsidiary  road  who  ab  olio  same  time  arc  officers  of  the  cornmor 
corpora bion  or  oven  officers  of  bha  other  subr i diary  road  or  roads,  are 
in  a position  bo  d© bermine  whab  the  uoili by  of  a particular  service  is 
to  that  road.  I 1 Jig  Uni on-Pacific -Nor thwes tern  illus  tration  the  traf- 
fic* officers  of  the  two  roads  are  indojB  ndent  and  each  acts  in  tir 
inter  st  of  his  own  corporation.  But  how  can  th:  chief  traffic  or  ac- 

counting officer  of  the  Illinois  Central  figure  out  the  utility  of  a 

particular  service  to  the  CM&N;  figur > eur  th  valu  b 

as  representativ  of  the  I.C.R.R. 
s srvic  to  tn  : I.CiR.R.  prop  ; nap  r oh  two  and  then/ bargain 

with  himself  as  the  representative  of  the  CM&N  whether  as  representativ 
of  the  former  he  will  allow  himself  as  representative  of  the  latter 
Q'l°}o  or  6r6°fo  of  a joint  rabe?off^p  Eve  if  the  officers  cf  oh  subs  id  ia 
roadjJ  w3r<3  untrammeled  by  prejudic  a * h ;re  were  no  overlapping  of 
duties  the  problem  would  be  almost  impossible  to  solve  accurately. 
Therefore,  it  is  fair  to  as  ume  that  anything  short  of  a thorogh  exam- 
ination of  every  pro-rate  on  the  system  by  a board  of  competent  and 

unbiased  traffic  experts,  which,  fo  course,  would  be  utterly  out  of  the 

pro- 

questiou,  that  unless  something  of  that  nature  could  be  done/rates 
snoulo.  not  be  oe termined  by  influences  o bher  than  those  of  the  busines 

world. 

Io  ijj . Icutt  :r  possibl  !?  I h ^ answei  s ff  - m ttjv 

through  rate,  or  practically  every  one,  is  represented  by  two  or  more 
local  rates  covering  exactly  the  same  route,  providing  for  the  same 
service,  based  on  the  same  classifications,  as  a general  rule,  and 
otherwise  corresponding  to  the  through  rat.-'.  These  local  rates  are  the 
result  of  strictly  economic  influences  since  it  is  the  assumption  of 
the  traffic  department  that  every  rate  quoted  in  the  tariffs  is  there 
because  traffic  is  moving  on  that  rate  or  may  move  at  some  future  time. 
The  theoretical  considerations  involved  in  the  use  of  local  rates 
be  considered  next. 
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For  purposes  ox  ilius  tratic  n 1 o us  :xami;  : 
low.  On  oh  ; horizontal  linn  A-G  A,  3,  ana  C am  s 
D i S JO i , 3.  E,F  a 

Th  : hori zonal  linns  represent,  local  rates,  while 


'the  diagram  giver:  be- 
ta t Ions  on  oh  ; railroad 
tic- ns  on  oh:  roa  D-G. 
the  through  rate  is 


mpms  " oed  by  ohe  dash  line  below  the  figure . 
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8/ 


10/ 


4/ 
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oX, 
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33 
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37 


If 


F 

'3 


10/ 


G 

70 


IF/ 

X 

k pl  ' Dt  ' ' _/-  vi-  - from  A to  D will  iv  u - i * rke 

price  equal  to  10/,  ie.  the  differ  nee  in  price  level  between  A and  D 
ca  not  be  greater  or  less  than  10/  for  any  length  of  rime.  If  ohe 

market  price  ao  D is  more  than  10/  higher  than  at  A goods  will  move  un- 

oil the  level  be  restored;  if  less  than  10/  goods  will  not  flow.  D 

x goodc  Of  A;  G pro  uc  tm  i tself,  D does  t_. 

°n  X Sooc-s  or  goods  of  X class  moving  from  D to  G is  aim  10/,  and 

A Y ' A ' ' °r  sam  g ■ eh-;  . 

ram.  The  market  price  of  X goods  is  r / at  A;  20/  at  B;  23/  at  C; 

2F/  ao  D;  29/  at  E and  32/  ao  F,  buo  only  30/  at  G.  No  through  rate 
ir>  in  force  between  A and  G.  For  sake  of  convenience  let  us  assume 
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that  murk  : t prices  at  A oo  G ropreson t oh  • to  tal  plac  utility  of  .h 
or  bid  ) X at  thos  ; places.  When.  X mov  ss  from  A oo  B a place  utility  of 
&/  is  added  as  comp  r id  rith  £ A;  ah  C t 8/  J ,t  D it 

is  10/.  In  other  words  the  total  place  utility  added  oo  article  X in 
going  from  A to  D is  10/  j 

plac  ■ utility  the  road  A-D  gets  all  the  increase  in  plac  utility. 

A-D  h i idl  js  all  the  business  its  If  there  is  no  question  of 
dis tribution  of  rev  mue . 

hi  Sujii  pi  LCiple  appl I < tc  v y shipm  of  Y or  X n 

D oo  G or  of  S X goods  beyond  D as  far  as  F.  Take  the  case  where  ship- 
pers from  A send  goods  to  F.  Road  A-D  gives  the  goods  a place  utility 

of  10/;  road  D-G  gives  th  en  a further  place  utility  of  7/,  while  the 
toha.1  increase  in  place  utility  is  12/.  Since  the  shipment  moves  oi 
local  rates  each  road  gets  the  total  place  utility  added  by  the  move- 
210:10  ov  r 'ioS  li:  rh  viz-  10/  for  A-D  aid  7/  for  D-G.  If  the  total 
O#uaoa  utili  ty  were  over  17/  the  roads  would  get-it  divide  oho 

revo-.uo  .h  y received  in  the  proportion  of  10/  to  7/. 

Ax t r a while  ship-  ors  at  A find  chat  they  could  compete  at  G if 
a rate  of  lr/  wore  established  between  .he  owo  points,  i.e.  go/  at  A 
pius  1 r/  transportation,  gives  a octal  of  30/  jus.  equal  to  what  it 

c ° s t producers  a.  G.  However,  the  sum  of  the  local  rates  is  20/.  Two 

m‘'’ 5 °x  1 -t  this  additional  traffic  are  open  to  roads  A-D, D-G 

(1)  They  can  reduce  all  the  locals  from  A to  D and  from  D to  G,  e.g. 

t0  H>  3/  6/'  and  7/  respectively,  making  the  sum  of  the  locals 

equal  to  1-/.  Supposing  this  were  done.  (tn  moving  X gods  from  A oo  G 
Piu"  ! Uuilioy  Cl  8 /)  The  octal  place  utility  of  X at  D is  now  8/ 
a.  A,  of  ¥ 7/  more/ than  at  D.  E^ch  n al  ,e 

one  changed  place  utility  earned  by  it.  Then-  is  no  change  over  what 

Xlr  W ' : • (2)  T loqal  k p at  he 

same  figures,  buo  a through  rate  of  lr/  is  established.  How  is  .he 
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now  Pro-rate  to  be  as  • ai  id.  XT  our  theory  in  right  each  road  shoul 
sh.xr e iu  the  proportion  that  the  utili ty  is  rend ers  bears  to  the  total 
utility  rendered.  To  us  s a somewhat  homily  illustrs  f A si  ipp 
A tfio^  u j 1Fj6 

ror  S0^  v;1-°  f0 'm  : ! 1*  20/.  On  a shipment  from  A to  D h p 

place 

10 u 1 g Jt,s  10/  wor  " 3£/u  - Lipment  from  D to  G he  psy  s 

10/  ana  gets  or  is  assumed  to  get  10/  worth  of  place  utility  if  he  make 
ue  shipment.  Both  local  races  are  equitable.  What  is  ohe  utility 
^ ^ ■ o3  to  37,  but  ioos  h 

utility  in  moving  his  goods  from  D to  G under  the  9±d  local  than  from 

A 'c  D?  Ttl  is  x;  ' was  j ; jhe  m 

Nor  is  th  : utili  ty  alt  rh  ro  rates  mbii  : 

Fr0monly  fihiP  ^ ^ tandpoint  it  might  seem  that  there  was  only  a u.il- 
Lty  ' •'  from  D t0  bu  ' m thi  ' i b mu  5f  ?a  e 

from  A to  D.  The  mere  fact  that  ohe  shipment  originated  on  A-D  does 
xi0°  m::G,ri  Lha,t'  roc&  Performs  a greater  service  than  D-G. 

Now  what  i<-  vjxU' • 1:1  the  illustration  .is  true  of  both  through  and 
local  rates  in  the  railway  world.  It  is  a fundamental  axiom  of  ecori- 
om_Co  whx*o  px ices  i i owo  places  can  never  vary  permanently  by  more  than 

°e  in  3 • For  ord  iry  purpos  - th  ii  or  r 

m-.rk  ..  price  due  to  transportation  may  be  regarded  as  the  increased 
pl^ce  utility  resulting  fr  'anspor  . Mor  loca 

may  b;  regarded  as  the -utility  what  ohe  carrier  believes  to  be  the 
utility  rei  erad  \n  tramisfeorti  ? goods  over  that  dista  . H 
less  only  throu  ompulsion.  If  a railroad  cou3d  ob  i v- 
for  its  though  traffic  as  for  its  local  it  would  do  so,  but  it  cannot 
secure  busines  at  such  rates  and  rather  than  lose  it  entirely  it  is 

V;illi 'g  t0  POdUC°  Ui::  through  Therefore,  it  seems  perfectly 

°:rbie  L°  0,001 5po  Lho  locaal  rat,8s  as  Phe  carrier's  expression  of 


wha.  & considers  the  transportation  over  that  particular  pi 
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Thin  view  is  in  direct  opposition  to  the  position  of  the  State 

♦ 

dhat  every  mile  of  track  performs  the  saan  service.  The  difficulty 

Yv'i  oh  that  contention  is  that  it  disregards  the  essential  fact  in 

railway  rao  : making.  Hates  are  pric  s and  pric  t>  ,t'  det  rmi  rl  by  or 

measured  by  utility.  This  argument  has  already  been  discussed  fully 

a”.o.  need  not  be  gon  ■ into  further,  exc  jpt  oo  state  that  the  entire 

structure  of  economic  theory  as  it  relates  m prices  is  established 

theory 

upo  valu  . The  pes-i^peH  of  the  State  m -asures  die  sorvic  not  by  its 
Place  utility,  but  in  accordance  with  physical  standards.  The  opera  .- 
.i  ig  department  o±  a railroad  does  not  take  into  consideration  the  value 
of  the  goods  it  handles,  excepo  in  isolated  in  tances;  a carload  of 
K^ilk  is  .0  more,  difiicul  j to  mov  : than  an  equal  weight  of  waste  pap  r; 

a mile  01  track  costing  $b, 000, 000  is  no  more  useful  to  the  department 

...  either 

ona  i a mile  costing  <p2r,000  providing  trains  caa  be  handled  over 

.•ion  th  i r>.,„m  facility.  The  traffic  deportment,  on  the  other  hand, 

is  aot  inheres  ted  primarily  in  the  distance  or  in  the  character  of 

track  except  as  it  fixes  the  minimum  charge  for  the  service;  difference 

in  values  or  prices  in  different  communities  is  the  important  factor 

o0  3°ys  in  advocating  the  principle  that  each  mile  of  track 

performs  the  same  service  adopts  the  operating  point  of  view,  but  in  a 

consideration  of  rates,  in  a study  of  values,  such  a contention  is 

I*' i the ut  f o unda t i on . 

the 

Tne  argument  m regard  to/value  of  service  method  of  de iermin^ivg 
ic.. t ,o  2ttc«y  o ..  summarized  as  follows:  The  principle  underlying  value  of 
service  is  that  rates  should  conform  to  the  place  utility  added  to  an 
article  by  tra'  sportation.  I ordinary  business  transactions  the 
amount  of  the  rate  is  the  result  of  an  interplay  of  economic  influences 
Thor-  is  no  such  direct  interplay, of  economic  influences  in  the  estab- 
lishment cf  system  pro-rates,  but  a close  approximation  is  the  car:  iers 


estimate  as  to  utility  of  the  service 
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rato  tho  utility  of  Oho  sorvico  rendered  by  oho  through  rata  corr ospon- 

dinB  thS  ServiC3  rendered  »y  bho  local  rate  may  bo  regarded  as 

bearing  the  same  relation  to  the  total  utility  of  tho  sor- 

vico  rendered  by  the  through  rate  as  the  utility  of  the  service  rou- 

'-t  -i.  d by  bh"  local  rates  bears  t o fh-»  t -i  -i 

r°  °n  • 00  °ul  Service  rondo rod  by  tho  rum 

1jc.,.1  rates,  t.e,  (.he  through  for  a given  distance)  a through 

rate  should  be  pro-rated  to  the-varieus-divisieHs  a division  or  subsid- 

i^x-y  road  in  tho  proportion  that  oho  lor-n  — o -r™ 

on..  ioccU  rad:  Tor  ohat  division  or 

SbUS  7 road  b tl  f 1 s local  rat  s. 

The  application  of  the  principle  is  comparatively  simple.  Suppose 

oh’  through  rate  from  Chicago  to  New  Orleans  is  $i.«0  for  a certain 

class  of  freight,  while  the  local  rate  from  Chicago  to  is 

' ■ 7 **  h ’ E.  u _N  ..  on  sans  l0  al  66/ 

then  the  through  rate  should  be  assigned  to  the  three  divisions  in  the 

r 2-130  the,  3-120  the,  66-120  or.  Th  if  ,y 

fOUi°  1S  bn;>  aSC0Ptaim0nt!  ot  ^ cori*©ct  rates , but  once  that 
. is  done  the  remainder  of  the  work  is  the  mechanical  work  of  finding  the 

P3r  CGUtages-  Moreover,  the  number  of  rate-,  rhirh  n, 

'‘n-ch.  -l  luc  ouutS  is  compar- 
atively small  aid  the  task  of  w-,™*,.,,-  ^ - 

•••■P  on:  percentages  in  accordance 

with  the  rates  would  be  slisrh  piT„r, 

8 • all  the  local  and  through 

rates  are  filed  with  eij*er  oh  2 state  or  federal  M]  - 

- J--a.,d.Cdi  Karlway  Commissions 

^nd  and  ^hey  are,  therefore  - 

0re*  " aabc’er  01  legal,  r lord.  Acc  mi  sly 

change  in  the  per  centag.es  could  take  piaoe  jh. 

11  uhe  company's  offices 

W 1Ch  coula  ”i0-  checked  by  the  gov-r’im^r-  y 

° " Bjrio»  thereby  preventing  fraud 

juggling  of  the  p:  r centages. 

In  the  proceeding  pages  i„  has  been  necessarv  r , 
o xidC^o.^ry  oo  go  into  the  mat- 

01  ° theoretical  and  practical  consideration  of* 

- . xu  -red gi Oiis  ox  system  pro-rates 

...  — ......  M ^ ^ 
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out  bo  fax  may  bo  reviewed  briefly: 


(1)  Nominal  transactions  of  exchange  betwe  1 legal  ar  accounting 

divisions  es  tablished  for  particular  purposes  gav*3 ?n^d- 

should  be  gov  r-  i by  the  fundamental  principl  v of  valu  a 
price . 

(2)  In  oho  absence  of  coi  omic  f ion  pric  es  are  base  J d 
cost,  of  product! o-  ; in  all  car  s pric  - -s  vary  b ■ two  ■ Jh' 
upper  limit  of  utility  lo  the  consumer  and  the  lower  limit 
of  cost,  to  the  producer. 

(b)  Railway  Rates  are  prices  charged  for  carriage  of  commodities 
a"  d persons,  while  trans porta bion  is  the  creation  of  place 

utili ty . 

(4)  In  practice  raL'lway  rat  o are  based  elth  r on  lost  of  S civic 
or  Value  of  Service,  but  the  latter  ismerely  a'  modification 
of  the  law  of  price. 

( r ) Cons id  ored  from  the  strictly  theoretical  standpoint  railway 
rat  \r-  should  b • bas  id  o 6o;  S vie  , buo  the  Value  of 

Service  idea  is  so  important  chat  that  principle  can  be  used, 
iri  establishing  a scientific  sys  tom  of  system  pro-rates . 

(6)  A ivisioi  of  system  o b;  f squal  mil  ag  al- 

though simple  in  execution  is  not  scientific  and  its  applica- 
tion to  the  Illinois  Central  tax  quest  ion.  would  b inequit  abl 

(7)  Modifications  of  equal  mileage  divisions  are  more  equitabl-'  , 
although  still  unscientific. 


(8) 

(^) 


A scientific  division  of  system  rates  according  to  cost  of 
E'Tvic  ■ can  b e made,  but  i t i evolves  a very  heavy  expense 
and  presents  grave  accounting  objections. 


simple  and  inexpensive  yet  scientific  division  of  system 
t ,s  can  be  maue  in  strict  accordance  with  the  principles 


m 

. Tr  . principles 

of  Value  of  Service..  This  method  is  the  division  of  through 
lates  i • proportion  tout  a particular  local  bears  to  the 
sum  of  the  locals. 


Io  1S  110  J th:;  purpose  of  this  monograph  to  advocate  any  particula: 

m ethod  of  system  pro-rating.  The  disadvantages  and  advantages  of  the 

various romo thods  have  been  analyzed,  and  it  app cars  tha,  o'  ly  two  of  th. 

pians  satisfy  the  requirement  of  both  practicability  and  scientific 

correctness,  viz.  uhe  per  centage  method  outlined  on  page  1 and 

local  rate  method  outlined  r p 18 r.  Oth  r m 6 s/  pr  tic,- 

able,  although  not  scientific!  Between  the  two  plans  suggested  there 

matter 

1S  llool';'  choos°  in  t'he  quesuion-  of  accuracy  and  facility  of  use  once, 

: 31  * 1 m ^ • of  xp  , how  ver,  . xdvant  v 

is  decidedly  in  favor  of  the  local  rate  plan. 
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biographical  sketch 


Born  Bra  inord,  Min  sota,  June  11,  1886.  Father  Edwin  Julius 

Browns  on,  Bapt-  linlster,  Graduate  of  Colgate  College  and  Newton 
Jfe  Sidney  Center,  New  York. 

Theological  Seminary,/  Mother,  Ella  (Gray)  Brownson,  Oxfo  I,  N y k. 
Grcimmar School  education  at  Duluth,  Minn. , Chicago,  111.,  Sand  Beach, 
ihiLh.,  Wars  w,  Ind.  Bell  ville  H&gl  S hool,  1898-1901;  Smith  Academy, 
St.  Lo  is,  1901-1902;  Barnes  Business  College,  1902.  Employed  by  the 
E.  St.  Louis  and  Suburban  Ry.  Co.,  1902-1903.  Entered  University  of 
Illinois  i..  the  fall  of  1903  and  gradni  in  June,  1906.  Memb 
Adel phi c Literary  Society,  Commercial  Club,  English  Club,  Political 
Sc  Club;  Alt  i,  Illinois -Mis souri  Debate,  1904;  Unive 

Repn esentative  Hamilton  Oratorical  Contest,  190";  Bryan  Prize,  190"; 
H.na,  Schaffner  and  Marx  prize  ssay,  1906;  special  honors.  Employ  d 
Traffic  Office,  Wat  i R.R.  summer  1906.  Fello  : Politi- 

cal Economy,  University  of  Chicago,  1906-1907.  Employed  by  A.M.  C 
Co.  summei  1907.  Fellow  in  E d omics,  U - 0f  Illinois, 

1907-08,  ©8-09;  President  Gregory  Baptist  Guild  1907-1908;  President 
Graduate  Club,  1908-09;  Pi  Beta  E - , 1907;  University  Club,  1908. 
Doctor  or  Philosophy  in  Economics,  June,  1909.  Instructor,  Summer  Ses- 

Sl0a'  ^ ^ Illinois,  1909.  Gradue  R s . Fellow,  U L s4 

ty  of  P nrisylvai  ia,  1909-1910. 
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